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SERVICE BODIES 


THAN ANY OTHER MAKE 


HERE’S WHY! Powers-American builds fine service bodies... and builds 


them to last. 

Powers-American can furnish the just right body for any service job— 
standardized for greatest economy ...modified-standard, to fit individual 
job needs . . . custom-made, to meet specific operating requirements. 
Whether you have one truck or the largest fleet .. . you'll find it worthwhile 
to get details from Powers-American next time you need service bodies for 


your operation. 








SERIES 44 Bodies...in 75’, 90”, and 104” lengths... are designed for service 
work in any phase of the utility industry. Equipped with bins, racks, material hooks, 
and adjustable shelves. Available with optional items to fit individual work needs. 
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fs yours for 


SERIES 350 Bodies 
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What’s Happening to TVA? ... Everett L. Palmer 897 


This article has been prepared to promote better under- 
standing of TVA, what it is, how it has grown, and the 
extent and nature of the interest of the nation’s taxpayers. 


Liability Insurance for the 
Nuclear Energy Hazard Richard H. Butler 13 
This article explains the general principles of the law 
relating to this new type of insurance. 
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Anybody who has been called, or feels that he is likely to 
be called, to testify before a congressional group should 
read this. 
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TANNERS CREEK 9106 Btu/kwhr 


Indiana & Michigan Electric Co. on the American Gas and Electric System 
Three B&W Pressure-Fired Radiant Reheat Boilers 














MUSKINGUM RIVER 9176 Btu/ 


Ohio Power Co. on the American Gas and Electric 
Two B&W Pressure-Fired Open-Pass Reheat Boi &V 

















KANAWHA RIVER 9115 Btu/kwhr 
Appalachian Electric Power Co. on the American Gas and Electric System 
Two B&W Pressure-Fired Radiant Reheat Boilers 
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Detroit Edison Co. 
Four B&W Radiant Reheat Boilers 
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aW Engineering Developments Pay Off 
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Detroit Edison Co. 
One B&W Radiant Reheat Boiler 
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SHAWVILLE 9241 Btu /kwhr 
Pennsylvania Electrie Co. 
Two B&W Radiant Reheat Boilers 


BAY SHORE 9282 Btu/kwhr 
Toledo Edison Company 
One B&W Radiant Reheat Boiler 


in Power Plant Efficiency 
Nine Out of Nation’s Top Ten Have BaW Boilers 


Here are the ten most efficient power plants in 
the United States in 1956 as reported by the Fed- 
eral Power Commission. Their achievement re- 
flec's the signal success of the power industry in 
keeping electricity America’s best bargain despite 
risi'\z fuel and other costs. 

A major investment in engineering research and 
dev. opment has made possible these great strides 
in p wer plant efficiency. Six years ago only two 
plai‘s operated under 10,000 Btu per net kwhr. 
In ‘ /56 there were no less than 47. In addition a 
gre.\i many new units incorporated in older plants 
are iow operating at these high efficiencies. It is 
sign’ icant that nine out of the nation’s top ten 
tOhi Yalley Electric Corporation and its subsidiary, 

y Electric Corporation, sponsored by these companies: 


ower Company* © The Cincinnati Gas & Electric Company 
n Ohio Electric Company * The Dayton Power and Light 
& Michigan Electric Company* e« Kentucky Utilities Com- 
and Electric Company * Monongahela Power Company** 

* Ohio Power Company* ¢* Pennsylvania Power Com- 
»mac Edison Company** ¢ Southern Indiana Gas and 
he Toledo Edison Company * West Penn Power Company** 


american Gas and Electric Co. ** Subsidiary of The West Penn 


plants in terms of efficiency are equipped with 
B&W boilers. 


B&W’s role in this vital industry has been a cru- 
cial one, covering nearly a century of boiler en- 
gineering, design and fabrication. Today, millions 
of dollars are being invested in major B&W en- 
gineering developments—such as the Universal 
Pressure Boiler, utilization of low grade fuels, basic 
metallurgical research for high temperatures, and 
nuclear energy—all to help America’s utilities 
continue to supply abundant, economical, reliable 
electricity. The Babcock & Wilcox Company, 
Boiler Division, 161 East 42nd Street, New York 
17, N. Y. 
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WwW the recent naming by President 
Eisenhower of Dr. Frank J. Welch, 
dean of the College of Agriculture of the 
University of Kentucky to the board of the 
Tennessee Valley Authority, the TVA 
for the first time in nearly six months 
has its full complement of three board 
members. True, the recess or interim ap- 
pointments of Arnold R. Jones, as well as 
Dr. Welch, still must be confirmed by the 
Senate, which does not meet until Janu- 
ary. But at least the TVA chairman, 
General Vogel, has a working board mem- 
bership, enabling him to take decisive ac- 
tion in TVA operations. 


Ano TVA will have to take a number 
of decisive actions and make a number of 
policy decisions in the near future. In 
fact, Congress itself will probably have 
to make some immediate as well as long- 
range decisions about TVA financing and 
further expansion. For several years TVA 
has been obliged to get along on stop-gap 
appropriations and to finance certain plant 
expansion out of power revenues without 
a clear-cut expression of congressional in- 
tent or congressional planning. For several 
vears alternative measures have been be- 
fore Congress to authorize self-financing 
by TVA through revenue bonds and 
otherwise changing the control mecha- 


THOMAS WARD MILES 


EVERETT L. PALMER 


nisms which have heretofore controlled 
this government corporation. 


So this would seem to be a good ‘time 
for a complete, over-all check up on the 
factors involved in TVA power opera- 


tions. Next year TVA will be in existence 


a quarter of a century and despite the 
considerable sums of taxpayers’ money in 
vested and appropriated by Congress, 
there is considerable confusion over how 
it ought to operate in the future. Should 
it be divorced from congressional purse 
strings? Should it be liberated from go 
ernment apron strings? Should it be al- 


lowed full territorial freedom for further 


expansion, or should it be subject to regu 
latory controls of some sort as in the cas 
of business-managed public utility opera 
tions? And there is always the contr: 
versial question of who should pay f 
this—the taxpayer or the area ben 
ficiaries, or a combination of both? 


a. leading article in this issue is 
careful analysis by an electric utilit 
company official who has sought to tak 
an objective approach in promoting a be 
ter understanding of TVA—what it 1s 
how it has grown; the extent and natu: 
of the interest of the nation’s taxpayers 
and why certain changes are being pr 
posed which have an impact on this in 
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/ELD* is one of M. W. Kellogg’s 
yadvanced shop fabrication tech- 
es which have been adapted by 
company’s construction depart- 
t for field erection of critical 
er piping. A patented inert gas- 
ded method of are welding which 
inates backing rings and oxida- 
1, K-Weld provides in field erection 
ooth internal wall contour equal 
that obtained under controlled 
P conditions. For ‘‘average’”’ as 
las super-critical operating condi- 
s, Wherever the ultimate in weld- 
isrequived, more and more power 
erating .ompanies are turning to 
jeld. 

typic::! example is found cur- 
tly in « 137,500 KW unit for a 


large eastern utility plant. Here, 
Kellogg is erecting the critical piping 
for the latest unit. Reheat piping, be- 
ing K-Welded above, is 244% chrome- 
1% molybdenum alloy, 24.8750" OD, 
1.1875" wall thickness. Main steam 
line is 10.906" ID, 2.410" minimum 
wall thickness, and 7.906" ID, 1.792" 
minimum wall thickness, and will 
operate at 1,940 psi, 1,000 F throttle 
temperature. For maximum perform- 
ance, K-Weld is being used on both the 
main steam line and hot reheat line. 
M. W. Kellogg welcomes inquiries 
on its complete service to the power 
piping industry from consulting en- 
gineers, engineers of power generating 
companies, and manufacturers of boil- 
ers, turbines, and allied equipment. 
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KELLOGG’S 


ERECTION 


TECHNIQUES 


KEEP PACE 


Kellogg keeps pace in theory as well as prac- 


tice. This 400-page book is the most compre- 
hensive work ever made available publicly on 
the design of power piping. This volume, now 
in its 2nd Edition, is published by John Wiley 
& Sons, Ine., New York. 


je 


FOWER PIPING—-THE VITAL LINK 


ademark of - .e M.W. Kellogg Company 





PAGES WITH THE EDITORS (Continued) 


terest. These changes emphasize the need 
for serious consideration of the future of 
TVA by Congress, so that there will be 
an end to year-to-year improvising and a 
sound long-range plan reached in the 
best interest of the people of the country. 


THE author of this leading article is 
Everett L. PALMER, vice president in 
charge of public relations for the Penn- 
sylvania Power & Light Company of 
Allentown, Pennsylvania. A native of 
Brooklyn, New York, Mr. PALMER 
graduated from Stevens Institute of Tech- 
nology (°23) with a degree of mechanical 
engineer. Following his graduation he 
joined the Pennsylvania Power & Light 
Company and became assistant general 
commercial manager by 1929. Since then 
he has risen through various promotions 
to his present post. He makes his home in 
Allentown and is a trustee of Moravian 
College and is active in a number of busi- 
ness, civic, and educational organizations. 


x kK: 


a H. Burt er, secretary of the 


Travelers Insurance Company, whose 
article on “Liability Insurance for the 
Nuclear Energy Hazard” begins on page 
913, is an authority on the subject of in- 
surance risk. This is a subject which has 
given a great deal of difficulty to legisla- 
tors and public utility management people, 
as well as insurance company officials with 
respect to the hazard of nuclear energy 
for peacetime usage. This article explains 
the general principles of the law relating 
to this new type of insurance, and it 
should be of interest to those many com- 
panies which in one way or another will 
be involved some time in the production 
or use of atomic energy. The law is 
rather complicated, and the fine print in 
the policies will probably be even more so. 


Mr. Bur_er is a graduate of Yale 
(BA, ’31) whose entire business career 
has been with the Travelers Insurance 
Company. He is one of a large number 
of secretaries of the Travelers Insurance 
and Travelers Indemnity companies. He 
is a member of the governing committee 
of the Nuclear Energy Liability Insur- 
ance Association which is developing an 
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RICHARD H. BUTLER 


insurance program for nuclear energ) 
hazards. 


thea article beginning on page 925 
by Tuomas Warp MILEs is an 
unusual type. But it is likely to be found 
of considerable interest to Congressmen 
and business officials and associations 
which have to be represented from time 
to time at congressional hearings. The re- 
cent television views of various congres- 
sional hearings on such diverse methods 
as internal security and labor racketeering 
make this worth-while information. 


THe author, Mr. Mires, has made a 
virtual career of congressional hearings 
and what to do about them. It is a message 
which may well be of value to anyone 
who has been called or feels likely to be 
called to testify before a congressional 
group. Mr. MIves’ full-time job is that 
of a Washington public relations counsel 
He handles public relations for the Coun 
cil of State Chambers of Commerce, 11 
addition to his own clients. He is a nativ: 
of New Jersey and a graduate of Prince 
ton (30) who worked for many year: 
on Jersey daily newspapers, including th« 
Newark Evening News. During Worl 
War II he served with the Military In 
telligence Service. 


THE next number of this magazin 
will be out December 19th. 


A» Gilitiim. 
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Coming IN THE NEXT ISSUE 


(December 19, 1957, issue) 


* 


IMPLICATIONS OF SWITCHING TO FAIR VALUE 


With the possibility of further deficit financing and continued inflation, the probl: »n 
of adherence to a strictly cost value rate base continues to be a serious puzzle 
regulatory authorities. The more the purchasing power of the dollar drops, and « 
tainly the more quickly it drops, the more original cost values tend to get out of | 
with the realities of present-day capital requirements for utility plant investme 
Nevertheless, there are still those who see a practical reason for continuing the ue 
of an original cost rate base. Thomas E. Wenzlau, assistant professor of econom 
at Kenyon College. Takes issue with a previous article in this magazine stressing tie 
defects of the original cost approach. This author suggests reasons why it would 
contrary to the investor's interest to shift over to fair value or current cost rate ba:e 


practices. 


THE IMPACT OF THE CURRENT MONEY MARKET ON ELECTRIC UTILITIES 


Despite present uncertainties as to whether the so-called ''tight money" controls are 
going to get looser or tighter, the impact of the current money market on elect: 

utilities has become a matter of concern. Harold H. Scaff, vice president of Ebas« 

Services Incorporated, has made an analysis of this situation since the end of World 
War Il. During that period we have experienced both ''easy'’ money and ''tighi 

money. This author finds that the electric companies are going to need $35 billion 
in new capital over the next ten years (making a total of $54 billion in all), notwith- 
standing the likelihood of a shortage of investment capital. He finds that the solu- 
tion of this problem is going to depend largely on the attitude of regulatory authorities. 
Greater recognition of the fair value concept of rate regulation may be essential if 
the industry is to obtain the financing it needs to fulfill its public service obligation. 


THOSE DIVIDENDS WERE NOT PAID OUT OF CAPITAL 


A. J. G. Priest, professor of law at the University of Virginia and nationally known 
practitioner of public utility law, has exposed a fallacy which has plagued the utility 
industry as a result of accelerated depreciation. This fallacy, which has been kep! 
alive by repetition in such high places as the United States Senate, is based on the 
assumption that where so-called tax ''savings'' resulting from the use of accelerated 
depreciation have been made the basis of dividend pay-out, such dividends ha’ 
been subsidized by the taxpayers. Professor Priest examines the Internal Revenve 
Code to show that dividends of utility companies could not have been paid out of ca; 
tal under such circumstances, nor were they tax-free, as also alleged by the industry 
critics. He concludes that it cannot successfully be charged that a particular divider 
which may have the effect of reducing the tax cost of stock in the hands of shar 
holders receiving that dividend is either tax-free or a return of capital. 


* 


Al SO... Special financial news, digests, and interpretations of court and com 
mission decisions, general news happenings, reviews, Washingte 
gossip, and other features of interest to public utility regulators, com 
panies, executives, financial experts, employees, investors, and others 
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Answers the jackpot question... 


...are your rates reflecting 





proper return on current 
operating conditions? 








The “Bill Frequency Analyzer” * can produce rate analyses that give an 
accurate, up-to-date answer. And, it’s a question that should be answered 
MONTHLY to keep rate revenues profitable. 

It’s simplicity itself to use this service — all we need is monthly cus- 
tomer billing tapes or Bill Register Sheets — we do the rest. 

The cost of the service? Less than doing it yourself, and more im- 
portant, you get the figures so quickly, revenue impairment can be 
spotted immediately and steps taken to correct inequities. Rate Com- 
m:ssions are familiar with, and respect our analyses for their clarity 
an.| accuracy. 

Whatever your needs — minimums, demand rates, reports in any 
fo-m, R & S can supply them because we are specialists in serving utility 
companies. Write Dept. P-2 for our booklet, “The One Step Method 
of Sill Analysis’. 





“your key to better figures since 1911” 


RECORDING & STATISTICAL CORPORATION 
100 SIXTH AVENUE - NEW YORK 13, N.Y. 


usive «ith R & S —the oldest and largest punched card service bureau in the United States, offering every facility for 
swift, accurate data processing — continuing or peak-load. 





C4oukeble CEaeke 


“There never was in the world two opinions alike.” 


MELvin H. BAKER 
Chairman of the board, National 
Gypsum Company. 


RicHARD M, NIxon 


Vice President of the United States. 


EDITORIAL STATEMENT 
The Wall Street Journal. 


RoBert L. GARNER 
President, International Finance 
Cor poration, 


FRED C. Foy 
President, Koppers Company. 


Haro_p W. HANDLEY 
Governor of Indiana. 


Lewis L. Srrauss 
Chairman, Atomic Energy 


Commission, 


James M. SyMEs 


President, Pennsylvania Railroad. 
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“Business today pays excessive tribute to the demands 
of public opinion, The adverse sentiment of public opin- 
ion concerning the profit motive is such that some cor 
porations today hesitate to advocate this obvious truth.” 


aa 


“As we witnessed in the last Congress . . . the peopk 
generally are going to react quite unfavorably toward 
increasing the role of the federal government whenever 
increasing that role might mean more federal expendi 
ture. 


¥ 


“When bureaucrats decide to oil the waters for one 
segment of an industry or an economy, they inevitably 
leave other parts floundering in an oil slick. But gov 
ernments never seem to learn that old and_ painful 
lesson.” 


> 


“Private enterprise [is] America’s best export 
economic progress is not chiefly a matter of capital, but 
of men competent to apply capital to natural and human 
resources under conditions of relative political and 
social stability.” 


* 


“While price will always be a stimulant to consump 
tion and must remain obedient to the laws of supply 
and demand, it must also do so at levels that support 
other vital needs in a company’s planning or an in 
dustry’s development.” 


> 


“We are providing new classrooms for our rising 
schoolroom population twice as fast as advocates of 
federalized education say we should be building them 
And we are doing this with our own money, if you 
please, in a magnificent manifestation of home rule.” 


¥ 


“Holding that line [ preserving the American system © 
free competitive enterprise] requires constant vigilanc 
against those who would see our federal government ex 
pand to the point where it operates all business, and ! 
would assure you that those who advocate bigger an 
more powerful centralized government work incessant! 
to undermine the free enterprise structure.” 


¥ 


“We may be over a hundred years old, but tec! 
nologically speaking we are in our infancy. We belie\ 
our industry generally should for the next ten years « 
so spend at about twice the postwar rate ($10 billion 
... We believe they [the railroads] have all the ingr: 
dients necessary for growth, of which not the lea 
important are the nation’s need that they grow and the: 
own determination to grow.” 
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COMMUNICATIONS AT WORK IN THE PIPELINE INDUSTRY 


rar aoa 


Ohio Oil's Kenneth Burns, Manager, Procedures Research and Machine Accounting Division, examines payroll data tape. 


bw private line teletypewriters send data 
to fill out 6500 Ohio Oil pay checks 


avroll information on The Ohio Oil Com- locations. The tape is processed through business 
’s 6500 employees comes into Findlay, Ohio, | machines. Computations are made by an electronic 
uarters by private line teletypewriter service  “‘brain.”” And pay checks are issued promptly and 
ten disi int locations as far west as California: accurately twice every month. 

poduction and two marketing points, one refin- Here is another case where Bell System com- 
End the vesearch center in Denver. munications meet special needs. Your requirements 
will receive the same thorough attention. May we 
suggest that you call your Bell Telephone Company 
business office? No obligation, of course. 


9 accurte is Bell System private line trans- 
on tha: every check for every employee is 
ttto the last thrift plan deduction. 


Mong «her jobs, the teletypewriter network 
ts basic personnel data from distant production 






































COCO, ( Cin” aa mE SOL LOE ALE GOLLY CLP? 0 Some : eis: Bt mony 
4 WY 





iduce electric power 


The Diesel engine was first designed and built for mechani- 
cal drive. It was much later that Electro-Motive incorporated 
this principle in designing and building a prime mover specifi- 
cally for electric power generation. 


It was, in fact, in 1932 that two experimental electric power 
generating sets were tested at the Chicago Century of Progress 
Exposition. These two cycle engines were a revelation in design 
—compact and lightweight. 


Refined and improved over the years, this advanced prime 
mover has been produced in quantity by Electro-Motive— 
enough, in fact, for a total generating capacity of more than 
24,000,000 kw. Above all, this engine has proved its dependa- 
bility, operating for thousands of hours under every conceivable 
condition with only the most routine type of servicing. 


It is this wealth of tested and proven experience that is 
your best assurance when you install Electro-Mobile equipment. 
Why not discuss its potential for low load factor generation with 
your Electro-Motive representative? 


1000 kw units for use on sidings or placed 500 kw units offer excellent mobility for 
on piers for semi-permanent use. many temporary applications. 


“Corpice™ 


ELECTRO-MOTIVE DIVISION 
GENERAL MOTORS 


LA GRANGE, ILLINOIS 


Sales offices in Chicago, New York, St. Louis, San Francisco 
in Canada: General Motors Diesel Limited, London, Ontario 














Twofold Benefits From The 


Analysts Journel 


7, \ts timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 


READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 





THE ANALYSTS JOURNAL 
20 Broad Street, Room #908 
New York 5, N. Y. 


Gentlemen: 
(C Please enter my subscription for one year at the subscription rate of 


$5.00—United States; $5.50—Canada. 


(C0 Please send me your advertising brochure. 

















when you call the man from 


Memington. Frand 
you’re commanding the services of the only single organization 


that can help you speed and simplify the creating, controlling 
and protecting of business records and reports... 


Office Typewriters 

Calculating & Adding Machines 
Accounting Machines 

Carbon Papers & Ribbons 
Office Duplicator Supplies 


UNIVAC’ 


Electronic and Punched-Card 
Data-Processing Systems 
for Business & Industry, 
Science and Government 


Visible Record Controls, 

Filing Systems 
Records Management Services 
Fire-Resistant Files & Safes 
Library and Office Furniture 


Microfilming & Photocopying Remington. Flan. 


DIVISION OF SPERRY RAND CORPORATION 
ms 
syste 315 Fourth Avenue 
SPring 7-8000 New York 10, N.Y. 


MBER §, 1937-—PUBLIC UTILITIES FORTNIGHTLY 








“WHAT D’YOU 
SEE, MISTER? 











The future, son! New homes, new towns, ne 
industry ...in the Heartland of Americ 








* * * 







The natural gas pipeline surveyor is « syn| 
of progress . . . of residential and «dust 
growth in that part of America’s E eartl; 
served by Columbia Gas System. 













In Ohio, Pennsylvania, West Virginia, K¢ 
tucky, Virginia, Maryland, and southern N 
York, the demand for natural gas kee 
mounting rapidly. Ten years ago, Colum 
delivered 231 billion cubic feet of gas to t 
homes, businesses, and industries it serv 
Last year, that figure rose to 605 billion. 
1961, it is estimated that the System’s custo 
ers will require 845 billion cubic feet annual 
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Columbia Gas System companies look tot 
future by planning and building to meet th 
increasing needs for natural gas . . . to ke 
pace with the phenomenal growth of Am 
ica’s Heartland. 
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_—2L0HS SYSTEM, INC 
J COLUMBIA GAS SYSTEM SERVICE CO" PORAT! 
: 120 East 41st Street, New Yor‘ 17, N. 


COLUMBIA 
GAS 
SYSTEM 
* 
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CHARLESTON GROUP: United Fuel Gas Company, Amere Gas Utilities Company, Atlantic Seaboard Corporation, Central Kentucky Natural ‘as Comp 
Virginia Gas Distribution Corporation, Kentucky Gas Transmission Corporation. COLUMBUS GROUP: The Ohio Fuel Gas Compa; 
PITTSBURGH GROUP: The Manufacturers Lightand Heat Company, Columbia Gasof New York, Inc., Cumberland and Allegheny Gas Company, Hon’. GasCon 


payroll 
problems 





DATA 
PROCESSING 








@ DATA PROCESSING 

@ ELECTRIC TYPEWRITERS 
@ MILITARY PRODUCTS 

@ TIME EQUIPMENT 











As public utilities grow, and payroll accounting be- 
comes more complex, more and more companies turn 
to the time-and-money-saving ease of IBM payroll 
procedures. 


But IBM’s swift, accurate data processing methods 
are not confined to better payroll accounting alone. 
Many engineering problems resulting from expansion 
can be solved easily with your IBM system. Customer 
billing, stock dividend reports, and many types of vital 
management data are done with up-to-the-minute ac- 
curacy, along with improved routine procedures. These 
IBM benefits combine to give you over-all dollar 
savings. 


For example, one large utility company has already 
saved some $70,000 on payroll and stock dividend 
applications through the use of their IBM 705. 


But whether you use punched card or electronic sys- 
tems—learn for yourself how IBM proven perform- 
ance can help solve your payroll and other growth 
problems. For details, write to: PUBLIC UTILITIES 
DEPARTMENT A5’7-a, International Business Machines 
Corporation, 590 Madison Ave., New York 22, N. Y. 








Prometheus, one of the 
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earliest characters in clas- 
sical mythology, gave the 
gift of fire to mortals and 
was punished for this in- 
fringement on the gods. 
He was bound to a rock 
to be devoured by an eagle 
and by the elements. But 
Prometheus persevered 
over all. His name still 
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symbolizes enormous en- 
durance over incredible 
hardship. 


P/NI NY, 
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ENOURANCE BREEDS CONFIDENCE 


Symbols that clearly show unusual en- cold damp Arctic, Kerite, wherever it is 
durance over the elements are uncom- used, can be relied on for outstanding 
mon. The mythological Prometheus performance. That’s why there is little 
represents strong day-after-day endur- cause for surprise when Kerite Cable 
ance. There’s another such symbol, too laid in unusually difficult installations 
... but not fictional. Kerite Cable, year .40 or more years ago is found still to be 
in, year out, successfully resists the in perfect operating condition today. 
damaging effects of time and the el- Kerite’s acceptance is greatest with those 
ements. Whether exposed to the humid who have used it longest. Endurance, 
heat of the tropics, or the rigors of the over the years, breeds confidence. 


The value and service life of a product can be no greater than the integrity and craftsmanship of its makef 


KERITE CABLE 


THE KERITE COMPAN Y—30 Church St., New York 7, N. Y. 
Offices also at 122 S. Michigan Ave., Chicago; 582 Market St., San Francisco; 
’ 3901 San Fernando Rd., Glendale 4, Calif.; 31 St. James Ave., Boston 








ENRICO FERMI ATOMIC POWER PLANT 


100,000 Kw Capacity 
Under Construction Near Monroe, Michigan 
by 
POWER REACTOR DEVELOPMENT COMPANY 
and 
THE DETROIT EDISON COMPANY 


COMMONWEALTH ASSOCIATES INC. 
Architect-Engineer for the Reactor Plant 





COMMONWEALTH SERVICES INC. 


New York, N. Y. Jackson, Mich. Washington, D.C. Houston, Tex. 


300 PARK AVENUE, NEW YORK 22, NEW YORK 


COMMONWEALTH ASSOCIATES INC. 
JACKSON, MICHIGAN 
The Commonwealth Professional Engineering Organization 




















Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants’in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 


Q-Panels 


H. H. Robertson Company 
2424 FARMERS BANK BLDG. ° PITTSBURGH 22, PA. 
Offices in Principal Cities 
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La 

Q-Panel walls grace the new E! 
Plant (above) near Pittsburgh. It 
by Duquesne Light Company’s 
and Construction Department. 


Corporation was General Contrac ior, 


























Q-Panel walls (above) go up ai 
any weather because they are 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Pai 
to enclose the impressive Ha\ 
Electric Station (left) of the Kan 
souri, Power and Light Company 
vices, Inc., designed and built t! 


Please send a free copy of your Q-Pane! 
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but it cam be prowed... 


that sustained accuracy in Sprague Gas Meters 
ne over extended periods of service with a mini- 
; City, mum of maintenance is the rule. Such proven 
Ebasco performance can be consistently achieved 
plant. only when quality materials and fine workman- 
ship are combined with simplified design to 
produce a product outstanding in its field. 


THE PAETER COMPANY 
BRIDGEPORT 4, CONNECTICUT 


VESTERN BRANCH FACTORY — LOS ANGELES 23, CALIF. REGIONAL OFFICES — DAVENPORT, IOWA HOUSTON 3, TEXAS SAN FRANCISCO 11, CALIF. 


Sy 
Gas Meters of Simplified Design and Sustained Accuracy 





SSSAVRQ 








POR Ee 
Shale Dia 


Ediso 


sau\C Kc neato 


- : = , Mark 
tee, h 


ee 


This machinist is “miking” a disc for one of the largest butterfly valves ever 
built — 192” diameter. Newport News built 3 such valves, each weighing 446,000 
Ibs., for the Ross Power Plant, Skagit Project, Department of Light, City of 
Seattle, Washington. Designed for a water flow of 3,620 cu. ft. per sec., and a 
hydrostatic pressure of 290 psi., these valves were shop tested by Newport News 
at 450 psi. They are hydraulically operated with oil at 1,500 psi. pressure. 


Bich of ( 200-ton BB of ™ 


This disc for a 16-foot butterfly valve reflects two basic advantages 
of Newport News fabrication... 





First, it exemplifies the careful attention Newport News crafts- 
men give to every detail. And secondly, it attests to the quality with 
which Newport News produces in massive equipment for public 
utilities and allied industries...due to Newport News’ high inte- “oa 


gration of skill and production facilities. NEWP 0 


Additional advantages accrue to customers from extensive work 
conducted in Newport News’ testing laboratories on problems re- NEWS 


lated to water power equipment. 





Avail yourself of the engineering talent, along with the special- Shipbuilding and 
ized production techniques and the skill of Newport News crafts- Dry Dock Compan 
men operating vast steel fabricating shops, five huge machine shops, 
drop forging and die facilities along with acres of brass, iron and pia 
will, 
Mass 


Newport News. Virs : 


steel foundries. 


Let us bid on equipment for your present or future projects. 
If you are not familiar with the way Newport News can help you, 
write for our illustrated booklet entitled “Water Power Equipment” 
...it’s yours for the asking. 
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Thursday—5 


Edison Electric Institute, 
Varket Research Commit- 
tee, begins meeting, Louis- 


ville, Ky. 


Friday—6 


American Society of Me- 
chanical Engineers ends an- 
nual meeting, New York, 


Needs, 


Saturday—7 


American Gas Association 

will hold Home Service 

Workshop, Minneapolis, 

Minn. Jan. 6-8, 1958. Ad- 
vance notice. 


© 


Sunday—8 


Short Course on Oil and 

Gas Law will be held, Dal- 

las, Tex. Jan. 6-31, 1958. 
Advance notice. 





Monday—9 
Edison Electric Associa- 
tion - -lmerican Gas Asso- 
cation, Accounting Divi- 
ston Depreciation Commit- 
jin joint meeting, 

Baltimore, Md. 


Tuesday—10 


American Institute of Elec- 
trical Engineers will hold 
winter general meeting, 
New York, N. Y. Jan. 20- 
24, 1958. Advance notice. 


Wednesday—11 


Electric Companies Public 
Information Program, 
Steering Committee, be- 
gins meeting, New York, 


N.Y. 


Thursday—12 


Edison Electric Institute, 


*‘Commercial Cooking and 


Water Heating Committee, 
begins meeting, Detroit, 


Mich. 





Kriday—13 


Electri- Companies Adver- 
tising !’ogram begins man- 
agen group meeting, 


York, N.Y. 


Saturday—14 


New England Gas Asso- 

ciation, Operating Division, 

will hold meeting, Boston, 

Mass. Jan. 23, 1958. Ad- 
vance notice. 


g 


Sunday—15 


American Society of Heat- 

ing and Air Conditioning 

Engineers will hold annual 

meeting, Pittsburgh, Pa. 

Jan, 27-29, 1958. Advance 
notice. 


Monday—16 


Annual Institute on the 
Law of Oil and Gas and 
Taxation will be held, Dal- 
las, Tex. Jan. 29-31, 1958. 
Advance notice. 





Tiuesday—17 


Vew F jland Gas Associa- 

tion, «| counting Division, 

will he ? meeting, Boston, 

Mass. . on, 30, 1958. Ad- 
nce notice. 





Wednesday—18 


Pennsylvania Electric As- 
sociation, Prime Movers 
Committee, will hold meet- 
ing, Hershey, Pa. Jan. 30, 
31, 1958. Advance notice. 





Thursday—19 


Pipeline Contractors Asso- 
ciation begins annual meet- 
ing, Boca Raton, Fla. 





Friday—20 


National Rural Electric 
Co - operative Association 
will hold annual meeting, 
Dallas, Tex. Feb. 3-6, 1958. 
Advance notice. 























\ 


Courtesy, Westinghouse Electric Corporation 
Full-sized Mock-up of Shippingport Reactor Core 


Built of wood, plastic, and metal, the actual-size mock-up permits proper design of 
component parts to be installed later in the reactor near Pittsburgh, Pennsylvania. 
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What’s Happening to TVA? 


An analysis of economic and other factors involved in 
this controversial government operation. 


By EVERETT L. PALMER* 
VICE PRESIDENT, PENNSYLVANIA POWER 
& LIGHT COMPANY 


T is almost a quarter-century since the 
Tennessee Valley Authority was creat- 
ed. During the years a huge amount of 

taxpayers’ money has been poured into 
the project. Now changes are being pro- 
posed in the TVA situation of such far- 
reaching effect as to call for a thorough 
understanding of TVA—what it is, how 
it has expanded, why the proposed changes 
have such an impact on the interest of the 
taxpayers, and why serious consideration 
of TVA’s future by the Congress is ur- 
gently needed so that a sound solution of 
the TVA problem can be reached in the 


*For additional personal note, see “Pages with 
the Editors.” 


best interest of the people of the country. 

TVA is a wholly owned government 
corporation created by the Tennessee Val- 
ley Authority Act of 1933 for the follow- 
ing purposes: 

To improve the navigability of the 
Tennessee river. 

To provide for flood control of the 
river. 

To provide for reforestation and the 
proper use of marginal lands in the val- 
ley. 

To provide for the agricultural and 
industrial development of the valley. 

To operate government properties at 
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and near Muscle Shoals in the state of 
Alabama. 


Incidental thereto TVA was authorized 
to construct and operate power facilities 
at the navigation and flood-control dams. 


| iw act does not specify the life of the 
authority or otherwise place a time 
limit on its existence. The powers confer- 
red upon the authority are exercised 
through a three-man board of directors 
appointed for staggered terms of nine 
years each by the President, by and with 
the advice and consent of the Senate. 
TVA has accomplished the purposes for 
which it was established. Navigation has 
been provided over the entire length of 
the river from Knoxville to the mouth of 
the Tennessee. Substantially all the dam 
and reservoir sites have been developed, 


and flood control realized. The govern- 
ment properties at and near Muscle Shoals 
have been operated to produce a large 
amount of fertilizer and other chemical 
products in competition with others in the 
same line of endeavor. 

The valley has been developed, both in 
respect to its agriculture and its industry. 
In addition, the federal government has 
established important parts of its atomic 
energy project within and adjacent to the 
TVA service area. 


The Electric Business of TVA 


EW people realized that the 1933 act 
would some day become the means of 
setting up the largest electric utility opera- 
tion in the country. The TVA Act says 
“The corporation . . . shall have power 
to construct dams, reservoirs, power- 


HART 1 


TENNESSEE VALLEY AUTHORITY 
POWER MARKETING AREA vs. TENNESSEE RIVER BASIN — 
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WHAT’S HAPPENING TO TVA? 


houses, power structures, transmission 
lines, navigation projects, and incidental 
works in the Tennessee river and its tribu- 
taries and to unite the various power in- 
stallations into one or more systems by 
transmission lines.” The act further states 
that the operation of such facilities is to 
be consistent with “. . . the purposes of 
promoting navigation and controlling 
floods. . .” and “. . . to avoid the waste 
of water power... 

Since 1933, TVA has proceeded, step 
by step, to expand its service area largely 
by acquisition of existing utilities until 
today it has spread over 80,000 square 
miles in seven states, or about double the 
area of the Tennessee river basin. 

Until quite recently the TVA itself said 
that it had no right to build generating 
facilities outside the limits of the Tennes- 
see valley. It is now doing so. The situa- 
tion today is shown by Chart 1, page 898. 

The electric operations of TVA, orig- 
inally confined to marketing the output of 
the Muscle Shoals properties and the 
hydro generating stations at multiple- 
purpose dams, have since become the 
major business of the authority. As Chart 
2, this page, shows, the main reliance for 
the generation of energy is now steam- 
electric stations. At the present time, 70 
per cent of the generating capacity owned 
by TVA is steam-electric and 1,850,000 
kilowatts of additional output is projected. 


” 


Taxpayers’ Investment in TVA 


‘TVA obtains its capital funds from ap- 

propriations by the Congress of tax- 
payers’ money and by the retention of 
earnings from its power operations which, 
of course, also belong to the taxpayers. 


The financial statements of TVA for 
fiscal year 1957 show that TVA had re- 
ceived in cash and transfers of property 
a total of $2,389,858,401. 

The taxpayers’ investment that re- 
mained on June 30, 1957, after certain 
repayments had been made, and after op- 
erating losses, was $2,001,203,696. Of 
this, $1,614,302,185 was assigned to 
power, and $386,901,511 to nonpower op- 
erations. The situation is shown by Chart 
3, page 900. 

The taxpayers’ investment (Chart 4, 
page 901) has been growing rapidly. From 
1950 to 1957 the total has more than 
doubled, but in this same period the equity 
in the power business alone stands at a 
point three times the level of 1950. 


The proportionate share of the tax- 
payers’ investment in TVA of over $2 
billion as of June 30, 1957, by states and 
possessions as calculated by the method 
developed by the Council of State Cham- 
bers of Commerce is shown by the table 
on page 903. 

The October 7, 1957, issue of Barron’s 
magazine had this to say about the future 
cost of TVA: “By 1962, the total (invest- 
ment) is expected to reach $3.6 billion, of 


¥ 


CHART 2 


TVA TOTAL SYSTEM INSTALLED CAPACITY 
(INCLUDES ALCOA PLANTS AND ARMY DAMS) 





ALCOA AND ARMY HYDRO 
PROJECTS IN TVA SYSTEM 





WILSON DAM 
184,000 kw 


FISCAL YEARS 
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which $3 billion, or 80 per cent, will be 
in power facilities.” 

It is evident from these figures that 
every taxpayer in the United States has a 
real financial interest in TVA, and the 
changes that seem to be in prospect in the 
TVA situation. 

In addition to the investment described 
above, the American people have further 
concern in TVA because it: 


Pays no federal taxes. 

Pays no state or local taxes. It does, 
however, pay an inadequate amount “in 
lieu of” such taxes. 

Pays no interest for the use of capital. 
Instead, it retains all of its profits. 

Receives free services from other 
federal agencies. — 

Is free of regulation at the federal, 
state, and local level. 


v 


The Power Load of TVA 


HE load of TVA has grown very 

rapidly since the end of World War 
II. As Chart 5, page 901, shows, the great- 
er part of this growth, however, has been 
in sales to federal agencies which for fiscal 
year 1957 were over 17 times what they 
were in 1948. In 1957, TVA’s sales to 
municipalities and co-ops were three times, 
and to industry served direct, over two 
times what they were in 1948. 

While sales to federal agencies appear 
to be leveling off, the remainder of TVA’s 
load in its present service area is expected 
to grow rapidly. 


Proposed Changes in the TVA Act 


Pye is now considering legislation, 
which, among other things, would 


CHART 3 


TAXPAYERS’ INVESTMENT IN TVA 
FISCAL YEAR 1957 


DERIVATION 





$2,389 858.401 





NET INCOME FROM 
POWER OPERATIONS 


$413,430, 359 





APPROPRIATIONS 
AND 
TRANSFERS 
OF PROPERTY 


$1,976,428,042 








$2,389,858, 401 
[premarin Losses] 
$175,818. 690. 


REPAYMENTS X 
$212,836.015 





TAXPAYERS’ 
INVESTMENT 
JUNE 30,1956 


$2 001, 203,696 








DISTRIBUTION OF TAXPAYERS 


INVESTMENT OF $2,001, 203.696 ** 





POWER NON- POWER 


$1 614,302,185 
NET INCOME FROM 


POWER OPERATIONS 
$413, 430,359 


APPROPRIATIONS 
AND TRANSFERS 
OF PROPERTY 
LESS REPAYMENTS 


$1 200,871,826 








$ 30, 178, 870 


UNALLOCATED 
APPROPRIATIONS 
$386, 901, SII if 
APPROPRIATIC 
LESS REPAYMENT: 


OPERATING LOS 
$380 722 641 





























*% EXCLUSIVE OF TVA BONDS NOW FULLY REDEEMED 
*% * APPORTIONMENT BY TVA 
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CHART 4 


TAXPAYERS’ INVESTMENT IN TVA 
1946-1957 


BILLIONS OF DOLLARS 


UNALLOCATED 
APPROPRIATIONS 
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1955 1956 1957 


1996 1947 1948 1949 1950 1951 1952 1953 1954 


CHART 5 
BILLIONS 


KILOWATT-HOURS SOLD BY TVA OF KWH 


1957 COMPARED TO 1948 FEDERAL 
FEDERAL AGENCIES - 17.4 TIMES AGENCIES 
MUNICIPALITIES & CO-OPS - 3.0 TIMES NON -PREFERENCE 
INDUSTRIALS - 2.1 TIMES CUSTOMERS 


























MUNICIPALITIES 
AND CO-0PS 


PREFERENCE CUSTOMERS 











INDUSTRIALS 


NON - PREFERENCE 
CUSTOMERS 
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permit TVA to finance the construction 
of added power facilities through the issu- 
ance of revenue bonds. S 1869 (the Kerr 
Bill), already passed by the Senate, au- 
thorizes TVA to issue $750 million of 
bonds to be repaid from power revenues. 
The proceeds from these bonds could be 
used to construct additional power facili- 
ties never specifically authorized by Con- 
gress. These bonds would be outside the 
debt limit and nominally would not be ob- 
ligations of the United States. The House 
bill, HR 4266 (the Davis Bill), would au- 
thorize the TVA to issue an unlimited 
amount of revenue bonds. This measure 
has yet to be considered by the House. 


HE proposed changes would be far- 
reaching in respect both to the TVA 
situation and to federal fiscal and control 
policies relating to all such governmental 


= 


undertakings. They involve six important 
policy matters of major consequence which 
will be discussed later. They are: 


1. Service area limitation. 

2. The payment of interest on the 
taxpayers’ investment, and the retum 
of that investment to the taxpayers. 

3. The payment of federal business 
taxes by the customers of federal com- 
mercial undertakings. 

4. The preservation of congressional 
control over federal undertakings. 

5. Supervision by Federal Power 
Commission over TVA accounts, rates, 
and conditions of service. 

6. The financing of federal power 
projects. 


= would seem evident that any changes 
that are to be made-in the TVA Act 


CHART 6 


MAJOR ACQUISITIONS TVA SYSTEM 


PRESENT POWER 
MARKETING AREA 


1.GOVERNMENT PROPERTY 
AT MUSCLE SHOALS 





. WEST a rot co. 


Z MEMPHIS P&L 
8 TENNESSEE ELECTRIC w _— co. 
9. MISSISSIPPI] POWER CO, 
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2.MISSISSIPPI POWER CO. 
S.ALABAMA POWER CO. 


10. ALABAMA POWER CO. 


902 


4. TENNESSEE PUBLIC SERVICE CO. 
5. KENTUCKY- TENNESSEE L&P CO. 


11. EAST TENNESSEE L&P CO. 
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should be constructive, and meet certain 
basic conditions which are: 


The people of the TVA service area 
must continue to receive first-class elec- 
tric service adequate to meet their needs. 

The interests of the nation’s tax- 
payers should be protected. 

The controversy over TVA, which 
has continued unabated ever since the 
1933 act was passed, should be resolved 
and ended, without destroying or crip- 
pling the TVA. 


Area Limitation 


beer area now being served by TVA 
and its resale contractors was acquired 
from the electric utilities then in existence 
in the area. 
What has happened is illustrated by the 
map, Chart 6, page 902. While the last 


major acquisition took place in 1945, 
smaller additions to the system have been 
made since then. One of the reasons why 
there has been no recent extension of the 
TVA service area has been the control 


of the Congress over appropriations. 

Should congressional control be relaxed 
as now proposed, and TVA could finance 
itself without congressional appropriations 
or approval, it could then use its tax and 
cost-of-capital advantages to embark on 
an extensive area expansion on its own. 
Further expansion of TVA outside its 
present area would bring about: 


Expropriation of territory of existing 
utilities. 

Loss of tax revenues both at the 
federal and state and local levels. 

Strengthening the monopolistic posi- 
tion of TVA. 

Move more of the ratepayers who 
now pay taxes as a part of their rates 
into a subsidized position where they 
would no longer pay such taxes, to the 
further detriment of all taxpayers. 


HAT do the two bills now before the 
Congress provide as to the area situa- 
tion? 
The Davis Bill imposes no territorial 
limitation of any kind on TVA. 


DISTRIBUTION BY STATES OF $2,001.2 MILLION 
TAXPAYERS’ INVESTMENT IN TVA 


(Millions of Dollars) 


1S) 


Maryland 


Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 


Arkansas 
California 
Colorado 
Connecticut 
Delaware 


Nd 


Massachusetts .... 


New Hampshire .. 


Pennsylvania 
Rhode Island 
South Carolina ... 
South Dakota 
Tennessee 


Vermont 
Virginia 


Washington 

West Virginia .... 
Wisconsin 
Wyoming ; 
D. C. & Possessions 30.2 


New Jersey 
New Mexico 
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The Kerr Bill, as shown by Chart 7, 
page 907, invites territorial expansion of 
the TVA heyond its present service area 
as follows: 

The area within the Tennessee river 
basin not now served by TVA, totaling 
8,451 square miles. 

The full area of all counties partly in 
the Tennessee river basin, or the present 
service area of TVA totaling 16,365 
square miles. 

An additional strip five miles wide 
beyond the present service area and the 
areas described in first and second para- 
graphs above. 


There are other exceptions, loopholes, 
and ambiguities in the’area expansion pro- 
visions of the Kerr Bill which could, con- 
ceivably, permit virtually unlimited ex- 
pansion of TVA’s existing service area. 
For example, it places no limit on the 
marketing area that could be supplied from 
existing plants or those built by future 
appropriations. 

TVA will be permitted to invade areas 
now served by 11 electric power com- 
panies. Three of these are small companies 
and operate wholly within the TVA drain- 
age basin. Thus the Kerr Bill permits an 
immediate expansion of 25,000 square 
miles, or 31 per cent of the present service 
area, without any further consent of the 
Congress. All of this additional area is 
now being served by existing utilities. 

There is no need for TVA to expand 
its service area now or at any time in the 
future. Advocates of TVA have said over 
and over again that TVA does not intend 
to enlarge its service area. There should 
be no objection, therefore, on the part of 
TVA to defining its area to that now 
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served, thus protecting its neighbors from 
changes in TVA management and condi- 
tions that would again place TVA on the 
march. 


Enticement of Industry 


” July, 1957, the Atomic Energy Com- 

mission sharply reduced its power re- 
quirements. Should further “cutbacks” be 
made by AEC, TVA might have such a 
power surplus that it would feel compelled 
to reach out into adjoining areas for ter- 
ritory in which to sell the power and thus 
support the bonds it might have outstand- 
ing. 

The existence of such a surplus also 
would be a great temptation for TVA to 
go after industries in other areas and in- 
duce them to move to TVA’s area to se- 
cure the marked-down power. Such a 
shifting of industry would be accompanied 
by the usual economic deterioration, loss 
of employment, and other serious results 
for the people in the communities losing 
the industries. 


The Payment of Interest on the 
Taxpayers’ Investment in TVA 


ao? power undertakings other than 
TVA include interest in figuring the 
power rates to be charged. As these other 
projects pay their power revenues into the 
U. S. Treasury, they are, to the extent 
their rates are correctly figured, paying 
interest on the taxpayers’ investment. 
TVA stands alone in not doing this. 
Both the Davis Bill and the Kerr Bill 
provide that TVA pay a return on the 
appropriation investment at a rate equal 
to the average interest paid by the United 
States Treasury on its total marketable 
obligations. 
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Appropriation investment 
Accumulated net income 


Taxpayers’ investment 

Average interest rate of all 
U. S. Treasury marketable 
issues—end of fiscal 1957 

Present going interest rate and 
allowing for financing costs 


Interest on investment 





This is unfair to the taxpayers in two 
respects. 

First, the appropriation investment re- 
ferred to is only a part of the taxpayers’ 
investment in the project. The total invest- 
ment to be repaid should include the ac- 
cumulated net income of TVA which 
TVA’s 1957 report shows to be $413,430,- 
359, 

Second, the interest rate on which the 
rate of return would be based is lower 
than justified by the nature of the TVA 
project. 

The average interest rate payable by 
the Treasury on its total marketable obli- 
gations includes the interest rate on a 
large amount of short-term Treasury bills 
and obligations which, under normal con- 
ditions, are at a relatively low rate com- 
pared to long-term issues. The kind of 


Under Proposed 


$1,200,871,826 


32,507,600 





What Should Be 
Bills Charged 


$1,200,871,826 
413,430,359 


$1,614,302,185 


2.707% _—_— 
—_—— 3.50% 
$ 56,500,576 





money which is in TVA is a long-term in- 
vestment and the rate charged should rec- 
ognize this fact. 


HIs would be consistent with the rec- 

ommendation of the Comptroller Gen- 
eral in his 1956 audit of TVA which 
states: 

Therefore, we are continuing our 
recommendation that the authority be 
directed to pay interest on the invest- 
ment of federal funds allocated to 
power, including construction in prog- 
ress and investigations for future proj- 
ects, at a rate adequate to reimburse the 
United States Treasury for the cost of 
providing funds... 


Some idea of the inadequacy in the in- 
terest charge under the proposed bills that 
the taxpayers would have to make up is 
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shown by the table on page 905, which in- 
dicates a deficiency of $24 million for 
fiscal 1957. 


Repayment of Appropriation Investment 
VA is now required by the Govern- 
ment Corporations Appropriation 

Act of 1948 to repay the appropriation in- 

vestment in power facilities under a for- 

mula which in effect requires repayment in 
instalments over a 40-year period. Since 
the repayment provision became effective 
the payments from power proceeds to the 

Treasury have totaled $240,131,519, of 

which $65,072,500 has been applied to the 

liquidation of funded debt and the re- 
maining $175,059,019 paid into the gen- 

eral fund of the Treasury. As of June 30, 

1957, the unamortized balance was $1,- 

196,133,914. 

Both the Davis Bill and the Kerr Bill 
cancel this mandatory provision. Both of 
these bills grant permission to the TVA 
board to repay the appropriation invest- 
ment if it wishes to. It is unlikely that any 
further repayment would ever be made un- 
der the Davis Bill. The Kerr Bill, however, 
does provide that at least $10 million be 
paid annually to reduce the appropriation 
investment in power facilities. At the $10 
million rate it would take over 160 years 
to repay the present unamortized appro- 
priations and the retained earnings. 

Both bills are defective in that nothing 
is required in respect to repaying retained 
earnings, which as of June 30, 1957, 
totaled $413,430,359. These earnings be- 
long to the taxpayers, and shoud have been 
paid to the Treasury as they were earned, 
as is done in the case of other federal 
power projects. Instead they were used to 
build property in lieu of calling on the 
Congress to appropriate money for the 
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purpose. So they are just as much a part of 
the taxpayers’ investment as the appropri- 
ations. 

For TVA to receive preferential treat- 
ment and be excused from all or part of 
the repayment obligation required of other 
federal projects would be to open the door 
to the extension of this preferential treat- 
ment to other fields of government financ- 
ing that require amortization of the invest- 
ment or loan. 

This would indeed be a serious matter. 


The Payment of Federal Taxes by TVA 
VA pays no federal taxes of any sort. 
The tax system of this country in- 

volves the payment of taxes by individuals 
and corporations on the businesses they 
conduct. TVA is a public utility business 
and has been acknowledged to be so. It is 
unfair to exempt a portion of an industry 
from taxes, while the remainder has to pay 
them. 

There is no good reason why the con- 
sumers of TVA’s power should not pay 
their fair share of federal income tax just 
as their neighbors and counterparts are 
doing elsewhere throughout the country. 
The large industrial power consumers are 
the principal beneficiaries of TVA power. 
The absence of this tax element in the rates 
they pay gives them an unfair advantage 
over their industrial competitors in other 
areas, who now make such payments in 
their rates. Thus, the inclusion of federal 
income tax in TVA’s operations would re- 
move a gross inequity and loophole in the 
tax structure. 

TVA has reported a profit on its electric 
utility business each year since fiscal year 
1938. If it had been required to pay federal 
corporate income taxes like all other busi- 
ness, in the nineteen years since 1938 it 





rt of 
opri- 


reat- 
rt of 
other 
door 
‘reat- 
nanc- 
vest- 


tter. 


TVA 
sort. 
y in- 
duals 
they 
siness 
It is 
ustry 
O pay 


- con- 
t pay 
x just 
Ss are 
intry. 
rs are 
ower. 
rates 
ntage 
other 
ats in 
deral 
Id re- 
in the 


ectric 
| year 
>deral 
- busi- 
938 it 


WHAT'S HAPPENING TO TVA? 


would have paid a total of over $375 mil- 
lion in such taxes to have earned the prof- 
its it has reported. The annual record is 
shown by Chart 8, page 909. 
a 
The Preservation of Congressional 
Control over the Undertaking 


T HE proposals now in Congress would 

place TVA in a special independent 
and preferential status free of the normal 
budgetary and congressional controls 
which apply to other agencies of the fed- 
eral government. 

The historic constitutional principle of 
congressional control over federal spend- 
ing must be held secure. The need for con- 
trol by Congress over the expenditure of 
public funds by federal bodies has been 


CH 
EXPANSION OF TVA ELECTRIC SERVICE AREA UNDER $1869. 


REPRESENTING REMAINING AREA OF COUNTIES LYING PARTIALLY 


SOURCE NATIONAL ASSOCIATION OF ELECTRIC 
COMPANIES, OCTOBER, 1957 


& 


ig PRESENT TVA SERVICE AREA. 


sc] REPRESENTING AREA OF DRAINAGE BASIN LYING OUTSIDE 
~ PRESENT TVA SERVICE AREA. 


recognized and supported without distinc- 
tion by both political parties time and time 
again. At the time the 84th Congress was 
considering the problem of financing the 
highway program, Senator Estes Kefau- 
ver had this to say: 


I do not know how the proponents of 
the so-called administration bill got the 
idea that it would be in keeping with con- 
stitutional government . . . if the Con- 
gress delegated its responsibility for 
many, many years to come to a corpo- 
ration over which it would have little 
control, and granted to it the authority 
to borrow money . . . Certainly, no 
power of the Congress has been 
guarded more zealously than its control 
over the purse strings .. . If these bonds 
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PRESENT TVA SERVICE AREA 
AREA OF TENNESSEE RIVER DRAINAGE BASIN LYING WITHIN 


EXPANSION OF TVA SERVICE AREA PERMITTED BY SI869 


EXPANSION OF TVA SERVICE AREA PERMITTED BY S1869 
WITHIN DRAINAGE BASIN OR PRESENT TVA SERVICE AREA. 
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are issued, Congress will have no con- 
trol whatsoever over the manner in 
which the proceeds are spent. . . 


ore control over fiscal oper- 
ations has widespread support by tax- 
paying groups and individual citizens gen- 
erally. Notable in these groups is the 
American Farm Bureau Federation which, 
in a statement filed Mav 7, 1957, with the 
Senate Public Works Subcommittee on 
Flood Control—Rivers and Harbors, in 
respect to the Cooper and Kerr bills (S 
1855 and S 1869), had this to say: 


However, we also believe that the 
Congress should retain a substantial 
degree of authority by the establishment 
of appropriate limitations, subject to 
periodic scrutiny, on the total amount 
of financing and construction operations 
undertaken by TVA. This is particular- 


ly important in view of the uncertainty 
as to future power requirements of the 
Atomic Energy Commission. And... 
it is our view that TVA’s service area 
should be maintained as now established. 


The Comptroller General, in a 1955 
letter to the Senate Public Works Com- 
mittee, pointed out the need for Congress 
to keep control of the TVA enterprise: 


This great dependence of the system 
(TVA) on a continued enormous gov- 
ernment power demand leads to the sug- 
gestion that, in any expansion program, 
the affairs of the TVA should require 
unusually close control by the Congress 
and the executive branch of the govern- 
ment. 


OTH the Davis Bill and the Kerr Bill 
would free TVA from practically all 
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the controls now exercised by the Congress 
and its agencies. For example: 


They would have the effect of ex- 
empting TVA from the most important 
provisions of the Government Corpora- 
tion Control Act of 1945.? 

The TVA bonds would be outside the 
federal public debt ceiling. 

Both proposals permit TVA to oper- 
ate outside the federal budget and budg- 
etary control. 


1 The American Enterprise Association, Inc., un- 
der date of August 2, 1957, had this to say about 
the proposition : 

The Government Corporation Control Act of 
1945 gave to the Secretary of the Treasury au- 
thority to regulate the issuance of bonds by all 
government corporations. He was given the power 
to determine among other items when such agen- 
cies can issue bonds, the amount of bonds to be 
issued, the maturity of the issues, the rate of 
interest, and discounts. Congress apparently be- 
lieved that the Secretary of the Treasury, who 
e responsible for raising money for the operation 
of the government as a whole either through 
taxes or through the flotation of debt if necessary, 
must be in a position to control the debt operations 
of all government agencies if he is to have gen- 
eral responsibility for administering the entire 
public debt of the United States. 


* * * * 


Proponents of the TVA contend that the agency 
should not be made subject to the authority of the 
Secretary of the Treasury because the agency is 
a business enterprise and because its bonds do not 
involve a pledge of the general credit of the 
United States but rather they are based only on 
the power revenue of the TVA. Even should the 
latter be the case, nevertheless it should be remem- 
bered that the United States government probably 
has a moral obligation to meet the interest and 
principal payments if there is a default on the 
-_ of the TVA. The authors of the bills admit 
this. 

Apart from this argument, the flotation of 
bonds by the TVA could be in conflict with the 
general task of debt management imposed upon 
the Treasury relative to the entire public debt of 
the United States. The terms and maturities of 
issues offered by the TVA might be in conflict 
with the terms and conditions that the Treasury 
was or is likely to offer in a flotation or a reissue 
of the general public debt of the United States. 

The ‘egens J of the Treasury, the Bureau o/ 
the Budget, and the Comptroller General have all 
urged that legislation providing for revenue 
bonds should not exempt the TVA from the pro- 
a" of the Government Corporation Control 

ct. 
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Both proposals would permit TVA to 
expand its power facilities without the 
consent of the Congress. 


The exemption of TVA from the most 
important provisions of the Government 
Corporation Control Act of 1945 is of 
such importance that it should be given 
special and most serious consideration. 


Supervision by Federal Power 
Commission over TVA Accounts, 
Rates, and Conditions of Service 


NDER the Bonneville and Fort Peck 
acts and the Flood Control Act of 
1944, the Federal Power Commission has 
been given responsibility generally for the 
approval of rates for the sale of power 
produced by projects constructed by the 
Corps of Engineers. The commission has 
no such authority over the TVA. 
Neither the Davis Bill nor the Kerr Bill 
would do anything to correct this situation. 
However competent and sincere the 
TVA board may be, in fairness to it, the 
customers of TVA, and the taxpayers, the 
board should not have the final responsi- 
bility of regulating rates and conditions of 
service. The Federal Power Commission, 
an agency of the Congress, was established 
for the purpose of regulating the electric 
utilities of this country. It is eminently 
qualified for the task. It is the only agency 
of the federal government having complete 
and continuing records and information 
on practically all segments of the power 
industry, publicly and privately owned, its 
capacity, operations, requirements, loads, 
locations, and interconnections from which 
intelligent and sound planning can be pro- 
jected in accordance with the laws of Con- 
gress. 


Self-regulation by any governmental 
agency is certain to fail in the long run. 
Some independent agency should under- 
take the task. The Federal Power Commis- 
sion has indicated its willingness to assume 
this responsibility in respect to TVA. Any 
revisions of the TVA Act should contain 
provisions to bring this about. 


Financing TVA by Issuing 
Revenue Bonds 


foe is nothing new about revenue 

bonds. They are extensively used by 
state and local government bodies to cir- 
cumvent debt limitations and other legal 
obstacles to the consummation of various 
projects. 

Both bills would place the taxpayers’ 
investment in the power business of TVA, 
which now totals over $1.6 billion, in a 
secondary position. To maintain the tax- 
payers’ position, TVA should pay interest 
on the taxpayers’ investment and retire it 
over a reasonable period of years. These 
interest and retirement payments should 
constitute a prior claim on the earnings of 
TVA over any other payment. The tax- 
payers’ investment in TVA is in reality 
in the nature of a loan as the 40-year re- 
payment provision of the Government Cor- 


> 
CHART 8 
FEDERAL INCOME TAXES TVA WOULD HAVE PAID 
BASED ON RETENTION OF FULL NET POWER INCOME 
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porations Appropriations Act implies and 
any subsequent financing should be subor- 
dinated thereto. 

The financing of federal public works 
projects through revenue bonds has been 
disapproved of by congressional commit- 
tees and by many of the present proponents 
of revenue bonds for TVA. In 1955 there 
was introduced in the Senate S 1130 to 
establish a Federal Highway Corporation 
with authority to issue $21 billion of 
bonds, the proceeds of which were to be 
used to finance a highway program. These 
30-year bonds were to be outside the 
debt limit and were not guaranteed by the 
United States. They were to be financed 
by a continuing appropriation from motor 
fuel taxes. The majority of the Senate 
Committee on Public Works disapproved 
of this proposal because it would “place 
the Congress in a fiscal strait jacket” and 
it would “prohibit the Congress from ex- 
ercising its constitutional responsibilities.” 
At about the same time the Joint Commit- 
tee on the Economic Report opposed rev- 
enue bonds as a means of financing public 
works because they would circumvent the 
debt limit and because they involved ear- 
marking revenues.” 

Both bills introduce a number of 
undesirable features to the so-called 
revenue bond idea as applied to TVA. 


2 The observations of congressional leaders in 
respect to the revenue bond principle made at the 
time the legislation was under consideration are 
pertinent to the present proposals for revenue bonds 
for TVA: 

SENATOR Kerr. ... the substitute which has 
been offered does not embody sound financing. 
It has been labeled a boon for investment bankers. 
It was conceived by investment bankers. Now 
that the proponents of the amendment have come 
into the open and said that the bonds should be a 
direct obligation of the federal government, why 
adhere to the fallacy of a special corporate setup, 
with power to issue bonds and fix the interest 
rates? If the sponsors had desired to have bonds 
issued at as low a rate as those at which regular 
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In the first place, the bills say that the 
bonds would not be the responsibility of 
the federal government. The senior Sena- 
tor from Oklahoma, who has sponsored 
the Senate bill, had this to say on this 
point: 

I want to say, as far as I am con- 
cerned, I regard any bond issued by this 
authority (TVA) of the same dignity 
and obligation as that of a government 
bond . . . My position would be at any 
time these bonds got into default, that I 
would sponsor legislation to hold the 
holders of these bonds secure. 


N addition, both bills, while somewhat 

different in detail, provide that the 

bonds would not be included in computing 
the outstanding public debt. 

The Davis Bill authorizes the Secretary 
of the Treasury to purchase TVA revenue 
bonds directly or in the open market. The 
bill also provides that the total amount of 
such bonds held by the Treasury should be 
deducted from the amount of debt out- 
standing under the statutes fixing the debt 
limit. This means that any bonds floated 
by the Secretary of the Treasury to buy 
TVA revenue bonds through the flotation 
of general bond issues of the United States 
fully guaranteed as to principal and inter- 
est by the government would be outside 





government bonds are issued, why would they 
have bypassed the Treasury of the United States 
in the issuance of the bonds? There can be but 
one reason, and that is that those who would 
handle the bonds would have an advantage which 
they would not have had if bonds were to be issued 
regularly by the Treasury of the United States. 


SENATOR Byrp. It contemplates a dual set of 
books. In one the ordinary operations of govern- 
ment subject to debt, budgetary, and appropria- 
tion control will be disclosed. In the other the 
extraordinary functions of the government, as 
set forth in this legislation, with special privi- 
leges to evade sound financing requirements will 
be concealed. 
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the debt limit. The net result would be that 
the bonds of the TVA, instead of being 
floated to the general public as revenue 
bonds, could be bought by the United 
States and would thus become direct and 
fully guaranteed obligations of the federal 
government. In effect, they would cease 
to be revenue bonds. Under such circum- 
stances it would seem that the TVA would 
clearly not be taken off the backs of the 
American taxpayers. 


Other Aspects of TVA of Concern 
To the Public 
I addition to the above six important 

policy matters of major consequence, a 
number of other phases of the TVA situ- 
ation should be given attention. 

Does the federal government have the 
responsibility of meeting the future power 
needs of the TVA area? The proponents 
of TVA have said repeatedly that the fed- 
eral government has such a responsibility 
because the Congress has appropriated 
money for the construction of facilities. 
The President has said repeatedly that the 
government does not have the responsi- 
bility of meeting the power needs of any 
area and that this fact is true in respect to 
TVA as well as other sections of the 
country. 

The constitutional right of the federal 
government to build facilities solely for 
the commercial generation of electric 
power has never been determined. 

The fairness of the allocations for the 
multiple-purpose projects have long been 
questioned, and these questions have never 
been satisfactorily answered. 

The free services received by TVA from 
other federal departments aggregate a sub- 
stantial amount of money. The Bureau of 
the Budget and the Comptroller General, 


together with others have urged that TVA 
be required to pay its fair share of the 
cost of such services. 

The TVA Act has a preference clause. 
In fiscal year 1957 less than 30 per cent of 
TVA sales were to preference customers. 
TVA’s preference clause contained in § 10 
of the act reads as follows: “. . . in the 
sale of such current by the board it shall 
give preference to states, counties, munic- 
ipalities, and co-operative organizations 
of citizens or farmers not organized or 
doing business for profit, but primarily for 
the purpose of supplying electricity to its 
own citizens or members...” It is very 
evident that if TVA obeyed the preference 
clause it would have abundant power avail- 
able for its preference customers for an 
indefinite time in the future. 


Conclusion 


[’ is obvious that significant and far- 

reaching problems are pressing for solu- 
tion by TVA and the Congress. Their solu- 
tion should take into account basic ele- 
ments to insure that : 

1. The control of the Congress over 
TVA is strengthened and extended. 

2. TVA is limited strictly to its pres- 
ent service area. 

3. The taxpayers’ whole investment 
including retained earnings is fully pro- 
tected and not subordinated and that it 
will be repaid in an orderly manner over 
a period of forty years. 

4. TVA pays adequate interest on 
the taxpayers’ whole investment in the 
utility project. 

5. TVA pays federal corporation and 
excise taxes as do the other tax-paying 
businesses and industries of this country. 

6. TVA fully compensates other fed- 
eral agencies for services rendered to it. 
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7. In fairness to the taxpayers of the HERE is no single facile solution that 
states and communities in which TVA will permanently resolve these prob- 
operates, the properties and operations lems. 
of TVA be subjected to taxation at The proposals for the use of revenue 


state and local levels on the same basis bonds involve some very real dangers. 
In arriving at a constructive solution 


as any other citizen. 
8. The Federal Power Commission Congress can and should consider all possi- 


is empowered to supervise the rates, con- ble alternatives so that it can choose one 
ditions of service, and accounts of TVA. that will meet the problems of TVA with- 
9. Future financing will not be any out doing injury to any of the fundamen- 
burden on federal or state taxpayers. tals of the American constitutional system, 
10. The future power needs of the and that will be completely sound finan- 


TVA area are met in full. cially. 





New Fields to Conquer 


6¢ ENERAL MacArthur's famous remark that old soldiers 

G never die is reminiscent of the durability of many federal 
bureaus. Once established they seldom either die or fade away. Un- 
like old soldiers to whom the country owes a lasting debt, they 
thrive on uselessness and become an unjustified drain on taxpayers. 
The Rural Electrification Administration is a good example. 

“In 1935, when REA was set up, only 10.9 per cent of the farms 
in the country were recewwving central station electricity. Today as 
a result of private electric company and REA action, the job of 
farm electrification is 95 per cent complete. 

“The general manager of the National Rural Electric Co-op- 
erative Association points out that the agricultural revolution has 
made farmers a minority group in the rural community and that 
this year marks the end of the ‘farm electrification era’ and the 
beginning of the ‘rural electrification era. Therefore, this govern- 
ment agency which has fulfilled its purpose is not winding up tts 
affairs, but is casting about for new fields to conquer. In Indiana 
a few REA co-operatives have placed before the Rural Electrifica- 
tion Administration a request for a $42 million loan which would 
enable them to build power-generating plants in a state already 
adequately supplied with reasonably priced electric power. 

“Speaking against the proposal, the governor of Indiana said: ‘It 
would also enable them to duplicate existing service lines of private 
utilities which are providing sufficient service throughout the state. 
. .. We in Indiana regard this as fantastic and unreasonable and 
an invasion of private and local rights by federal paternalism.’ 

“This is another back-door entrance by Socialism and if it suc- 
ceeds, one more block will have been knocked from the foundation 
of individual opportunity and political independence.” 

—EDITORIAL STATEMENT, 
Industrial News Review. 
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Liability Insurance for the 
Nuclear Energy Hazard 


This article explains the general principles of the law relating to 

this new type of insurance, and it should be of interest to those 

many companies which in one way or another will be involved 

some time in the production or use of atomic energy. The law is 

rather complicated, and the fine print in the policies will probably 
be even more so. 


By RICHARD H. BUTLER* 


HE Atomic Energy Act of 1954 
opened the field of peacetime uses 
of nuclear energy to private enter- 
prise. The Price-Anderson Bill, which is 
now Public Law 256 of the 85th Congress, 
effective September 2, 1957, has eased the 
problem of legal responsibility for injuries 
to persons and property resulting from 
nuclear incidents. 
Reduced to one sentence, the Price- 
Anderson Bill provides for those who 


qualify $500 million of government in- 
demnity over and above required private 


*Secretary, Travelers Insurance Company. For 
additional personal note, see “Pages with the 
Editors.” 


insurance or other demonstration of fi- 
nancial responsibility. 

Although the passage of this bill is the 
most recent event in the development of 
peaceful uses of atomic energy, a summary 
of some of its important provisions is 
perhaps the best starting point for a dis- 
cussion of the liability insurance that is 
available for the nuclear energy hazard. 


Rw: new definitions are added to § 11 

of the 1954 Atomic Energy Act. These 
are definitions of “financial protection,” 
“licensed activity,” “nuclear incident,” 
“person indemnified,” and “public liabil- 
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ity.”” The most important of these are the 
first and the last two. 

Paraphrased “financial protection” 1s 
the ability to respond in damages and to 
meet costs of handling claims. This is 
what reactor operators and certain other 
licensees of the Atomic Energy Commis- 
sion are going to have to provide evidence 
of in order to operate and to bring them- 
selves under government indemnity. 


on indemnified” is anyone who 
may be liable for public liability. 
As will be seen later, this means that when 
the conditions of “financial protection” 
are met by a facility operator, the govern- 
ment indemnity of $500 million reaches 
out, not only to him but also to his de- 
signers, constructors, suppliers, and even 
to the chance trespasser or other interest 
who is the cause of a nuclear incident. The 
example of this latter interest which has 
been most frequently used in the Congress 
and elsewhere, is the proprietor of an air- 
plane which happens to crash on a reactor 
and sets off a nuclear incident. 
The last definition is so important that 
it is worthy of quotation in full. It reads 
as follows: 


The term “public liability” means any 
legal liability arising out of or resulting 
from a nuclear incident, except claims 
under state or federal Workmen’s Com- 
pensation acts of employees of persons 
indemnified who are employed at the 
site of and in connection with the activ- 
ity where the nuclear incident occurs, 
and except for claims arising out of an 
act of war. “Public liability” also in- 
cludes damage to property of persons 
indemnified : provided, That such prop- 
erty is covered under the terms of the 
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financial protection required, except 
property which is located at the site of 
and used in connection with the activity 
where the nuclear incident occurs. 


Note here the new concept that em- 
ployees of the interest liable for a nuclear 
loss who are not at the site of the activity 
are placed in the same status as all other 
members of the general public. Note also 
that the same treatment is extended to off- 
site property of the interest responsible 
for the loss provided the financial protec- 
tion also extends to such property. 

A new §170 is added to the act and this 
section has paragraphs running from a 
through j. i 


ne 170. a. sets up as a condition 

of licensing by the Atomic Energy 
Commission that the licensees have finan- 
cial protection as established by the com- 
mission. This requirement is mandatory 
on the commission and licensees, where 
the licensee is the possessor of a utilization 
or production facility. A reactor is an ex- 
ample of a utilization facility and a fuel 
reprocessing plant is an example of a pro- 
duction facility. 

This same mandatory provision runs to 
construction permits for production and 
utilization facilities. The requirement of 
financial protection is on a permissive 
basis in connection with licenses for the 
possession, etc., of source, special nuclear, 
and by-product material. 

Section 170. b. sets forth the points 
which the commission shall take into con- 
sideration in establishing the amount of 
financial protection to be provided by each 
licensee. Among other things, there is pro- 
vision for varying the amount of financial 
protection according to the hazard of the 





LIABILITY INSURANCE FOR THE NUCLEAR ENERGY HAZARD 


particular activity. Also, the required 
amount of financial protection may not 
exceed the amount of liability insurance 
available from private sources. It is spe- 
cifically provided that facilities having a 
rated capacity of 100,000 or more electri- 
cal kilowatts shall provide financial pro- 
tection in the maximum amount available 
from private sources. The last sentence 
of 170. b. reads: “Such financial protection 
may include private insurance, private 
contractual indemnities, self-insurance, 
other proof of financial responsibility, or 
a combination of such measures.” 


i? $170. d. the commission is authorized 

on a permissive basis to bring its own 
contractors for the construction or opera- 
tion of production or utilization facilities 
under the financial protection and $500 
million indemnity provisions where the 
activity involves the possibility of a sub- 
stantial nuclear incident. 

Section 170. e. limits the liability for a 
single nuclear incident of persons indem- 
nified to the amount of financial protection 
which the commission has required of the 
licensee or contractor, plus the $500 mil- 
lion of government indemnity. The section 
then goes on to set up the court procedure 
for apportioning payments to claimants, 


q 


= 


etc., in any case where it appears that 
losses from a nuclear incident will prob- 
ably exceed the limit of liability described 
above. The substance of this is that once 
a licensee has established the financial pro- 
tection required by the commission, in ac- 
cordance with §170. b., the government 
indemnity of $500 million takes over for 
any liability in excess of the level of that 
financial protection, and when the gov- 
ernment indemnity has been exhausted, 
there is no further liability on any one. 

Section 170. f. calls for a fee from 
licensees or contractors to whom the $500 
million indemnity is to apply. This fee is 
$30 per year, per megawatt of thermal 
energy for commercial licensees. The fee 
may be reduced for certain other types 
of activities but is subject to a minimum 
of $100 per year. 

The other paragraphs of $170 are de- 
voted primarily to administrative matters 
and space does not permit describing them 
in an article of this scope. The balance of 
the new law deals with the Advisory Com- 
mittee on Reactor Safeguards and one 
detail of licensing procedure. 


: j ‘HE above synopsis of the Price-An- 
derson Bill is designed to point up 
the subject of responsibility to the public 


“Tue Atomic Energy Act of 1954 opened the field of peace- 
time uses of nuclear energy to private enterprise. The Price- 
Anderson Bill, which is now Public Law 256 of the 85th Con- 


gress, effective September 2, 1957, has eased the problem of 
legal responsibility for injuries to persons and property re- 
sulting from nuclear incidents. Reduced to one sentence, the 
Price-Anderson Bill provides for those who qualify $500 mil- 
lion of government indemnity over and above required private 
insurance or other demonstration of financial responsibility.” 
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for injuries to persons and damage to 
property arising from nuclear hazards. 
That which has been labeled “financial 
protection” is the responsibility of that 
part of American industry which is oper- 
ating in the nuclear energy field and qual- 
ifies for inclusion under the act. Provided 
“financial protection” is met, the liability 
of industry then ceases. 

The insurance industry has been work- 
ing intensively for two years on the de- 
velopment of a program to meet the bulk 
of “financial protection.” Until August, 
1957, it had to work without definite 
knowledge as to whether or not govern- 
ment indemnity would come into exist- 
ence. 

It became apparent at an early stage 
that the limits of liability insurance pro- 
tection that are needed and desired to 
cover nuclear energy hazards are far be- 
yond the capacity of any single company 
to provide, even with the assistance of 
existing or foreseeable reinsurance facil- 
ities. This condition led to the formation 
of the stock and mutual liability insurance 
pools or syndicates in the United States. 
The pool formed by the stock insurance 
companies currently has over 135 mem- 
bers, and bears the name Nuclear Energy 
Liability Insurance Association, or 
“NELIA” for short. The corresponding 
mutual pool has over 100 members and is 
named the Mutual Atomic Energy Rein- 
surance Pool. You will, however, normally 
hear it referred to by the name of the 
underwriting section of that pool, which 
is the Mutual Atomic Energy Liability 
Underwriters, or “MAELU” for short. 


ELIA came into formal existence in 
May, 1956. It is prepared to offer 
insurance of the nuclear energy hazard 
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up to a maximum limit of between 45 
and 50 million. The mutual pool and 
MAELU were formed at about the same 
time and can offer a maximum limit of 
liability insurance of between 10 and 15 
million. 

Thus, although the exact division of 
capacity is yet to be confirmed the max- 
imum limit of private insurance for the 
nuclear energy hazard available from the 
two pools in the United States is $60 mil- 
lion, and includes both domestic and for- 
eign capacity. 


ELIA and MAELU have the same 
policy forms, rates, and rating plans. 
Every risk written by one of the pools is 
reinsured in part by the other. One of the 
questions most frequently asked is: “How 
does a buyer in need of nuclear energy 
liability insurance make contact with these 
pools?” The answer is that he proceeds 
through the liability insurance channels 
that he is normally accustomed to use. If 
he buys his insurance from an agent or 
broker, he goes to that individual, who 
will place his insurance through the com- 
pany member he represents. Similarly, if 
a buyer is accustomed to obtaining his lia- 
bility insurance from a direct writing 
company, he goes to that company and 
through it obtains access to the pool to 
which it belongs. One point to bear in 
mind is that no single company is a mem- 
ber of both the NELIA and MAELU and 
neither of the pools has the authority to 
commit the limits written by the other. 
This means that where a buyer is seeking 
a higher limit of insurance than is sold 
by the pool he first goes to, it will be nec- 
essary for him to make a separate entry 
into the second pool, through a company 
which is a member of that pool. 
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Two Insurance Methods for Reactors 


wall Besenne are only two differences between the method used in rating 
power reactors and that employed for test and research reactors. 
In the case of the latter, an additional loading is applied to the price for 
the first $1 million of insurance (but not to the millions above that), to 
reflect the fact that in most cases there will be a greater number of people 
working around these reactors who will be members of the public. In the 


typical power reactor, most persons near it will be employees of the op- 
erator. Around test reactors there are likely to be employees of the con- 
cerns whose materials are being tested, as well as other members of the 


public.” 








ELIA and MAELU have actually 
been writing insurance since March, 
1957. An approved policy form dated Feb- 
ruary 1, 1957, is on file with the various 
state insurance departments. However, to 
date, all insurance has been written on 
binders because developments since Feb- 
ruary Ist indicate the need for extensive 
revision of this policy. 

As this is written, the revised policy 
is nearly complete and will be filed shortly 
with the states. When it is approved, the 
outstanding binders of the two pools will 
be replaced by the new policy. 

The basic form to be used by the pools 


is known as the “Nuclear Energy Liability 
Policy” and, in its unmodified state, it is 
intended to apply to a nuclear production 
or utilization facility. It insures only the 
nuclear energy hazard as defined, and does 
not interfere or overlap with properly en- 
dorsed regular liability insurance policies 
which the same risk may carry. When I 
say “properly endorsed” I refer to the fact 
that early in 1958 the insurance industry 
will begin a program of endorsing all new 
and renewal regular liability policies to ex- 
clude the more severe portions of the nu- 
clear energy hazard. This exclusion en- 
dorsement will be covered in more detail 
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after the following brief description of the 
pool contracts. 


_ Nuclear Energy Liability Policy 

tracks the provisions of government 
indemnity closely. Since the language of 
the two is not the same, and some lan- 
guage of the Price-Anderson Bill is sub- 
ject to interpretation, it should not be said 
that they track exactly. The policy carries 
an aggregate limit for the entire period of 
coverage, which is also a single or com- 
bined limit for bodily injury and property 
damage. 

The policy provides that this aggre- 
gate limit is impaired or reduced by 
payments of losses and loss adjustment 
expense under the contract. There is no 
provision in the policy for automatic rein- 
statement of the limit to its original 
amount. However, both NELIA and 
MAELU contemplate a procedure of ne- 
gotiated reinstatement of limits following 
knowledge of a loss. 

This policy contains no expiration date 
but runs continuously until canceled or 
until the policy limits have been exhausted. 

So long as the policy remains in effect 
the discovery period for losses is unlim- 
ited, and it runs for two years following 
termination of the policy for any reason. 

Like the government indemnity, the pol- 
icy insures not only the reactor operator, 
but also all other persons or organizations 
for their legal responsibility for a nuclear 
incident at the insured reactor. For the 
reactor operator this is largely insurance 
against the hazards of existence and oper- 
ation of the reactor itself or its related 
facilities at the site. For most other inter- 
ests, such as designers, constructors, or 
suppliers, it amounts to product liability 
or completed operations coverage. 
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one was made above to the fact 

that government indemnity reaches 
into two areas not normally within the 
concept of liability insurance. These con- 
sist of protection to the interest respon- 
sible for a nuclear loss, for damage to 
property of that interest not at the site 
of the reactor, and workmen’s compensa- 
tion to employees of that interest not at 
the site. The example of this protection 
used by Congress was the case of a uni- 
versity which constructs a reactor on or 
near its campus. Except for the actual 
reactor building and the employees there- 
in, the property and employees of the uni- 
versity are not directly connected with the 
reactor. In the event of a loss which ex- 
tended beyond the reactor site, government 
indemnity protects the university just as 
it would protect the property or employees 
of others. Although this portion of the 
Nuclear Energy Liability Policy is not 
complete at this writing, it appears that 
it will be able to do the same thing in 
most instances and, thereby, meet the re- 
quirements of “financial protection” in 
this respect. 

There are eight exclusions in the policy 
and some of them have subdivisions with- 
in them. However, this need not be fright- 
ening because a number of the exclusions 
relate to coverage which is intended to be 
afforded on other policies or are designed 
to prevent overlap and consequent dou- 
bling up of limits on two or more policies 
issued by the pools. The ones that you 
might say are “for real” are as follows: 


HERE is a limitation on the extent of 
the contractual liability coverage pro- 
vided. This does not mean that the pools 
will necessarily refuse to sell broader con- 
tractual liability coverage, but relates to 
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the fact that price quotation must usually 
be made without full knowledge of the 
extent of the contractual obligations that 
have been assumed. The policy as drafted 
starts everyone off on the same basis and 
leaves broader contractual liability for in- 
dividual consideration and rating. 

There is an exclusion of weapons of 
war. Incidentally, a weapon such as a 
submarine is not considered to be under 
the exclusion until it has been accepted 
from the builder by the government. 

There is a war risk exclusion. 

There is an exclusion of any liability 
for damage to the facility or property 
thereat, and damage to nuclear material 
while being transported, handled, or 
stored. 

There is an exclusion of all operations 
outside the territorial limits of the United 
States of America, its territories or pos- 
sessions. 

Subject to an exception for transporta- 
tion, there is an exclusion of incidents 
caused by any nuclear material away from 
the site. Among other things, this is aimed 
at off-site waste disposal and fuel reproc- 
essing, which hazards, however, the pools 
are willing to separately consider for in- 
surance. 

The policy conditions are too long for 
review here. Also, they are not of as 


q 


3 


pressing interest as the insuring agree- 
ments and the exclusions. For a buyer 
reading the policy itself, the premium con- 
dition, the limits condition, the inspection 
and suspension condition, the common oc- 
currence condition, the other insurance 
condition, and the cancellation condition 
are probably the most important. 
i addition to the underlying facility 
policy, there will be endorsements avail- 
able to reform it into a single interest 
contract for such risks as designers, con- 
structors, suppliers, transporters, etc. The 
pools have already issued a number of 
binders for this type of insurance. In the 
presence of government indemnity, this 
single interest coverage will be of interest 
to concerns having to do with uninsured 
government reactors and facilities not 
qualifying for government indemnity. It 
will also have extensive application in the 
foreign field, as soon as the pools are ready 
to provide insurance outside the United 
States, its territories or possessions. Brief- 
ly, this contract is one issued to cover a 
single concern of the types mentioned, and 
it will provide whatever limits that con- 
cern wishes to buy. In this connection, it 
should be borne in mind that where the 
concern is involved with an insured facil- 
ity, it will have primary coverage under 


“It is an obvious and unavoidable truth that in creating a sys- 
tem of insurance rating for an entirely new hazard, primarily 
catastrophic in nature, a good deal of judgment must be ex- 


ercised. NELIA and MAELU accept this situation and believe 
that the methods they are using are the best that can be ap- 
plied in the present state of the art. At the same time, they 
recognize that the nuclear industry is advancing rapidly and 
that changes will take place in the next few years.” 
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the facility operator’s policy. In such a 
case, the limits available to them under 
their single interest policy will be only 
those which they bought, minus the limits 
of the facility operator’s policy. This pro- 
vision protects the pools from doubling 
up on limits on a single nuclear incident. 
Similarly, there will be a provision in the 
endorsement for proration of limits, 
where more than one single interest policy 
is involved in a particular loss. 


XN the present time there is no exclusion 

of the nuclear energy hazard in the 
public liability policies customarily issued 
in the United States. What I shall call, for 
lack of a better term,.the “commercial 
isotope” hazard has existed for some time 
and has been insured under regular lia- 
bility policies. The new nuclear energy 
insurance program does not propose to 
disturb this situation. Furthermore, many 
suppliers and contractors to government 
reactors and other nuclear facilities have 
had insurance for a number of years, and 
a way is to be left open for this insurance 
to be continued on regular liability policies 
if so desired. 

However, direct private insurance of 
nuclear production and utilization facili- 
ties is new. Past experience does not con- 
template it, and as the nuclear energy 
liability insurance pools come into full 
operation, the hazards which they insure 
will be deleted from the coverage of reg- 
ular liability policies. This will be accom- 
plished by the attachment of an exclusion 
endorsement. The key paragraph of this 
endorsement is the opening one. In effect, 
it says that the regular liability policy does 
not cover any hazard for which the in- 
sured has directly or indirectly acquired 
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coverage in one of the pools. Obviously, 
this is directed at overlap and doubling 
up of limits, which point is of the greatest 
concern to the insurance companies when 
they are putting such large amounts of 
money at risk. 

The endorsement then goes on at length 
to exclude some hazards in any event. 
Briefly, these are the hazards of operation 
of a nuclear facility, the hazard of injury 
to a nuclear facility or property thereat, 
and any hazard related to used fuel or 
waste material. Bear in mind that all the 
way through, this exclusion is talking only 
about the nuclear energy hazard as such. 
All ordinary public liability hazards will 
continue to be insured by the regular pol- 
icies. 


HERE is a further exclusion of nuclear 

facilities located outside the United 
States of America, its territories or pos- 
sessions, or Canada. This exclusion runs 
not only to the operators of the facilities, 
but to designers, constructors, suppliers, 
etc., as well. 

At this point, it should be noted that 
the insurance industry recognizes that 
American concerns are going to have need 
for insurance of the nuclear energy hazard 
in foreign countries. It is also possible 
that the normal foreign insurance markets 
will not be adequate for all purposes. The 
nuclear energy liability insurance pools 
propose to make every effort to provide 
or arrange reasonable protection against 
the nuclear energy hazard for American 
concerns throughout the world. At the 
same time, the creation of such a market 
is a complex operation. The pressure of 
the nuclear insurance problem within the 
United States is such that the pools have 
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Limitations of Insurers 


i became apparent at an early stage that the limits of lability insur- 
ance protection that are needed and desired to cover nuclear energy 
hazards are far beyond the capacity of any single company to provide, 


even with the assistance of existing or foreseeable reinsurance facilities. 

This condition led to the formation of the stock and mutual liability 1n- 

surance pools or syndicates in the United States. The pool formed by the 

stock insurance companies currently has over 135 members, and bears the 

name Nuclear Energy Liability Insurance Association, or ‘NELIA’ for 

short. The corresponding mutual pool has over 100 members and is named 
the Mutual Atomic Energy Reinsurance Pool.” 
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been forced to the decision that the de- 
velopment of insurance facilities outside 
this country must wait until the domestic 
program is complete and off the ground. 
This domestic program is now so far along 
that it is not unreasonable to hope that 
progress in arranging for foreign insur- 
ance will be made in the near future. 
What are NELIA and MAELU going 
to charge for insuring this new hazard, 
and how do they go about making their 
rates? As of the present time, the pools 


have made about 50 quotations on a 
variety of exposures and a pattern is be- 
ginning to emerge. Bearing in mind that 
some of these quotations are tentative, it 
is still probably worth while to devote 
some space here to examples of a few 
actual prices. 


HE highest price yet quoted for a 
reactor involves a power reactor ex- 
pected to have a thermal capacity of 630 
megawatts, and on which construction has 
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started. The quotation there for a limit 
of $5 million would be $120,000 per year. 
The price for the maximum capacity of 
the two pools—namely, $60 million of 
limit—is $260,000 per year. 

Another power reactor with 480 mega- 
watts of thermal capacity in a more re- 
mote location and also in the early stages 
of construction has been quoted at 
$60,000 per year for $5 million, and 
$140,000 per vear for $60 million of cov- 
erage. 


_ lowest reactor price yet quoted is 
for a 5-watt package research reactor. 
That price is $1,500 per year for $1 mil- 
lion of limit and $3,500 per year for $5 
million of limit. In a case like this, the 
price for $60 million of limit is probably 
academic. However, if that much insur- 
ance were wanted, the annual price would 
be $31,000. 

A fairly typical fuel fabrication plant 
has been rated at $7,500 per year for $5 
million of limit and at $35,000 per year 
for $60 million of limit. If that fuel fabri- 
cator is selling fuel elements to pool-in- 
sured reactors, he will get his insurance 
for the product liability hazard on the 
fuel elements without additional charge 
on the facility policies sold to the reactor 
operators. If, on the other hand, he is 
selling fuel elements to uninsured reactors, 
the pools would quote him a separate prod- 
uct liability insurance price of $2,500 per 
year for $5 million of limit, and $30,000 
per year for $60 million of limit. 

A critical facility not located at the 
same site with a reactor has been quoted 
at $6,000 per year for $5 million of cov- 
erage, and $33,500 per year for $60 mil- 
lion of coverage. If the critical facility 
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were at the same site as a reactor, it would 
be sharing limits with the reactor and the 
price would be taken care of by a small 
additional loading on the reactor pre- 
mium. 


_ of the quotations that have been 

made have been developed individ- 
ually by a joint subcommittee of the gov- 
erning committees of NELIA and 
MAELU. Reactors were the first risks to 
be rated and while at this stage it is im- 
possible to develop a set formula that can 
be adhered to strictly, three sets of guides 
or bench marks have been employed. The 
first of these is aimed at assessing the rela- 
tive hazard of the particular reactor under 
consideration. For this purpose the joint 
subcommittee looked at type, use, capacity, 
location, and containment. “Type” refers 
to the kind of reactor, such as pressurized 
water, boiling water, swimming pool, etc. 
“Use” has to do with the purpose of the 
reactor. Is it for research, materials test- 
ing, or power production? “Capacity” is 
measured in terms of thermal wattage. 
“Location” is clear enough and takes into 
account the proximity of the reactor to 
population centers, the value of surround- 
ing property, meteorological conditions, 
etc. “Containment” refers to the effective- 
ness of the reactor shell or building and 
its ability to contain a maximum credible 
incident. It is only: fair to say that rela- 
tively heavy rate loadings are contem- 
plated for reactors that are not fully con- 
tained. 

The second set of guides used by the 
Joint Committee was the downward gra- 
dation of rates per million of limit for the 
higher limits. Clearly, the greatest possi- 
bility of loss lies within the first million 
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dollars of insurance, and the hazard 
grades downward from there. The scale 
employed for power reactors is stated in 
terms of price for the first million dollars 
of insurance, and is as follows: 


First Million —100 % 
Next $ 4,000,000— 50 % 
Next $ 5,000,000— 20 % 
Next $10,000,000— 10 % 
Next $20,000,000— 5 % 
Over $40,000,000— 2.5% 


each 
each 
each 
each 
each 


i dene last guide in the rating of power 
reactors is the matter of a minimum 
price for $1 million of coverage at any 
point in the scale. It is a recognized prin- 
ciple of insurance that regardless of the 
remoteness of a hazard being rated, a sum 
of money as large as $1 million may not 
be put at risk for less than some minimum 
price. To do otherwise would improperly 
expose the reserves of the companies, 
which are designed for the protection of 
all policyholders and would defeat the un- 
derlying purpose of accumulating long- 
term reserves against catastrophic losses. 
Catastrophes, by their nature, are infre- 
quent and unpredictable. Underwriters 
know that they will occur, but not when 
nor where. 

For example, who could have fore- 
seen that within a single year in or 
near the United States, the Andrea Doria 
would be lost, and two separate mid-air 


e 


collisions would be sustained by commer- 
cial airlines? In the case of power reactors, 
the presently established minimum price 
for $1 million at any level is $1,000. 

There are only two differences between 
the method used in rating power reactors 
and that employed for test and research 
reactors. In the case of the latter, an addi- 
tional loading is applied to the price for 
the first $1 million of insurance (but not 
to the millions above that), to reflect the 
fact that in most cases there will be a 
greater number of people working around 
these reactors who will be members of the 
public. 

In the typical power reactor, most 
persons near it will be employees of the 
operator. Around test reactors there are 
likely to be employees of the concerns 
whose materials are being tested, as well 
as other members of the public. Similar 
situations are to be expected at research 
reactors and, in the case of universities, 
the students would all be part of the public 
liability exposure. 

The other difference for test and re- 
search reactors is that the minimum price 
for any $1 million of insurance at any 
level is $500 instead of $1,000. This is be- 
cause these reactors are mostly smaller 
than power reactors and the maximum 
credible incident is correspondingly less. 


“THERE 1s a limitation on the extent of the contractual liability 
coverage provided. This does not mean that the pools will 
necessarily refuse to sell broader contractual liability coverage, 
but relates to the fact that price quotation must usually be made 
without full knowledge of the extent of the contractual ob- 
ligations that have been assumed. The policy as drafted starts 
everyone off on the same basis and leaves broader contractual 
liability for individual consideration and rating.” 
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HE guides for rating reactors have 

been covered in some detail. Similar 
but less complicated systems have been 
developed for rating such nuclear facilities 
as fuel fabricating plants and critical as- 
semblies. 

A number of the rate quotations that 
have been made are for single interest 
coverage to designers, constructors, and 
suppliers, for their product liability or 
completed operations exposure in connec- 
tion with the reactors they serve. These 
risks have been rated in several ways, one 
of which is a percentage relationship to 
the price that would be quoted for insur- 
ance on the nuclear facility itself. 

It is an obvious and unavoidable truth 
that in creating a system of insurance rat- 
ing for an entirely new hazard, primarily 
catastrophic in nature, a good deal of 
judgment must be exercised. 

The plan is applied to the experience of 
the insured nuclear energy industry as a 
whole, over a moving 10-year period. It 
is not applied to individual risk experience. 
In other words, if premium returns de- 
velop, they will be made to risks that have 
had losses, as well as to the others. 

The premiums earned by the pools for 
the first ten years of operation will be ac- 
cumulated. From these premiums will be 
deducted actual incurred losses and loss 
adjustment expense thereon. A specified 
provision for expenses and long-term re- 
serves will also be deducted. The balance 
of the 10-year premiums will be accumu- 
lated in a special reserve. 


ee the eleventh year of operation, 

a procedure of gradual refund of this 
reserve will begin. The portion of the re- 
serve to be returned in the eleventh year 


will be that percentage of it which corre- 
sponds to the relationship of the first-year 
premiums to the accumulated 10-year pre- 
miums. Thus, if the premiums earned by 
the pools were equal in each of the ten 
years, one-tenth of the reserve would be 
returned in the eleventh year. This return 
will be made to the insureds who paid 
premiums in the first year of operation 
and will be divided among these insureds 
according to the proportion which each 
one’s premium bears to the total premium 
earned in the first year. 

In the twelfth year the process will be 
repeated, with the returns going to policy- 
holders during the second year of opera- 
tion. The same procedure will be followed 
every year thereafter. 


| aaron that losses in excess of those 
provided for in the quoted premiums 
do not occur, this rating plan will leave 
the pools with a species of revolving 10- 
year reserve. In each year after the tenth, 
any new unused loss dollars will be added 
to it and simultaneously a portion of the 
reserve will be returned to insureds in the 
earliest year still within the plan. 

If for any reason this rating plan were 
discontinued or the pools themselves dis- 
solved, the entire amount of this reserve 
would eventually be returned to policy- 
holders. 

If it is possible that there will never be 
any public liability losses from the nu- 
clear energy hazard insured by the pools, 
this long-term rating plan could have a ter- 
rific effect on premium ultimately charged. 
Depending on size of risk, it could return 
to policyholders between two-thirds and 
three-quarters of the total premiums orig- 
inally paid in. 
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Telling the Industry’s Story to 
Congress 


This is an unusual type of article which should be of 

considerable interest to Congressmen and _ business 

officials and associations which are represented at 
congressional hearings. 


By THOMAS WARD MILES* 


UTILITY witness was testifying re- 
A cently before a congressional com- 
mittee on a matter that affected 
not only his company but his industry. It 
was late in the day by the time he was 
called and only the chairman remained to 
hear him. The witness had worked hard 
on his prepared statement. He was making 
a good presentation. The atmosphere was 
informal. The chairman asked a question 
and the witness made an offhand state- 
ment about a point that was very much 
at issue but was not in the bill about which 
he was testifying. The chairman picked 
him up on it immediately and suggested 
they read the bill together. 
At the conclusion of each sentence in 
the short bill, the chairman, assuming a 
*Public relations specialist, resident in Washing- 


ton, D. C. For additional personal note, see “Pages 
with the Editors.” 


patient and fatherly air, devastatingly 
asked : 

“Tt doesn’t say anything about your 
point in that sentence now, does it?” 

The chief contentions of the witness 
were lost sight of. His effectiveness was 
impaired. Later he admitted to associates 
that for all his preparation he had not read 
the bill. 

An elementary oversight? Certainly, 
but not uncommon. 

The incident illustrates the delicacy of 
the job that electric, gas, and telephone 
companies, along with business in general, 
have in appearances before Congress. 


| hoe as experienced a lawyer as the late 
Wendell Willkie ran into difficulties. 
At a Senate hearing early in 1941 Willkie 
discounted a statement in one of his cam- 
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paign speeches as a “bit of campaign ora- 
tory.” The remark, which was picked up, 
raised a political storm. 


HERE is more to a congressional hear- 

ing, as routine as it might seem, than 
appears to a casual observer. It is a nation- 
al sounding board in the development of 
public opinion. Not only legislation but 
campaign issues come of it. This makes 
the hearings especially important to public- 
ly regulated industries, any one of whose 
executives might be called. 

For every unfortunate who comes a 
cropper there are thousands who serve our 
democratic society by providing their 
elected representatives in both houses of 
the Congress and the public with informa- 
tion needed to draft laws. An idea of how 
much activity is involved is indicated in 
the recent report of the Senate Govern- 
ment Activities Committee for the 84th 
Congress. 

The report estimated that 3,951 com- 
mittee meetings, totaling 11,677 hours, 
were held by Senate committees in con- 
sideration of the legislative business of 
that Congress. 

Aside from witnesses subpoenaed in 
congressional investigations, most witness- 
es at congressional hearings are invited by 
the committees to give their views. In gen- 
eral, these witnesses are either government 
officials or private citizens. Official wit- 
nesses, who are always heard first, convey 
the views of the federal departments, 
bureaus, and agencies. Private witnesses 
speak either for themselves or for groups 
and associations. Except for those cases 
involving confidential matters or national 
security, hearings are open to the public. 

On important and controversial bills 
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the committees are sometimes over- 
whelmed with requests to testify. They are 
forced to be selective in those cases because 
they have much ground to cover and little 
time. When they are reasonably sure that 
the testimony of a number of the appli- 
cants will be about the same, they invite 
only one, and put the statements of the 
others in the printed record. 

There is some politics, of course, in the 
matter of getting a hearing, but for the 
most part the committees and their staffs 
are fair. If a witness runs into roadblocks 
in his efforts to get before a committee, he 
has one dependable resort—he can ask his 
Senator or Representative to get him in. 
And such is the power of congressional 
courtesy that he will probably be sched- 
uled. 


HERE are occasions when an ascendant 

group in a committee will try to limit 
hearings to make a perfunctory case for its 
own views. Where this develops, it has 
become the practice to allow the filing of 
statements by mail or otherwise. They go 
into the record and sometimes are effec- 
tive. 

The witness’ appearance before a com- 
mittee is the climax of hours and hours 
of work. If he speaks for himself, he has 
probably labored over his prepared state- 
ment. It is assumed he has had advice and 
help from experienced persons. If he testi- 
fies for a group or association, his state- 
ment normally represents the contributions 
of highly skilled persons and, in addition, 
labor of another and most delicate kind— 
that of getting a large number of persons 
to agree and support him. 

The unsophisticated witness who comes 
from “back home” to talk at a congres- 





ver- 
y are 
‘ause 
little 

that 
ppli- 
nvite 
' the 


1 the 
> the 
taffs 
locks 
e, he 
k his 
n in. 
onal 
hed- 
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sional hearing has the appeal of novelty. 
Too many of them unfortunately leave 
that job to their business associations. 
Committee members can often anticipate 
what a witness for an association, especial- 
ly a large one, will have to say. This is not 
to discount the effectiveness of association 
witnesses. 

Their function in reporting industry 
attitudes and reactions is substantial 
and important. And their research is a 
recognized service in the legislative process 
which members of Congress appreciate 
and depend upon. 


HERE are certain ground rules (un- 
written, of course) that might well 
be staked out for the guidance of witness- 
es. Although this is written more with 
business, trade, and professional associa- 
tion witnesses in mind, the ground rules 
apply equally to others, including those 
subpoenaed. The latter, however, are usu- 
ally flanked by counsel and others, and 
their problem is different anyway. 
Although this article is not concerned 
with subpoenaed witnesses, there is a color- 
ful story involving one of them in 1837 
which might be repeated because it con- 
trasts modern congressional procedures 
with the lusty turbulence of the early 


q 
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nineteenth century. The incident was re- 
corded by John Quincy Adams, while serv- 
ing in the House of Representatives after 
being President. Adams wrote: 

“When Reuben Whitney was before a 
committee of investigation in 1837, Bailie 
Peyton of Tennessee, taking offense at one 
of his answers, threatened him fiercely, 
and when he rose to claim the committee’s 
protection, Mr. Peyton, with due and ap- 
propriate profanity, shouted, 

“*You shan’t say one word while you 
are in this room; if you do, I shall put 
you to death.’ ” 

“The chairman, Henry A. Wise, added, 
‘This insolence is insufferable.’ ” 

Adams commented wryly, “As both of 
these gentlemen were armed with deadly 
weapons, the witness could hardly be 
blamed for not wanting to testify again.” 


F eewieneng is essentially a pitch man 
and his statement is his spiel. He is 
talking not only to the committee and 
through it to Congress but also to his in- 
dustry, related industries, and the general 
public. It is incumbent upon him to show 
how his ideas about his particular phase 
fit into the over-all problem. 
He has to keep in mind what it is that 
the committee, his industry, and the Amer- 


“THERE 1s more to a congressional hearing, as routine as it 
might seem, than appears to a casual observer. It is a national 
sounding board in the development of public opinion. Not only 


legislation but campaign issues come of it. This makes the hear- 
ings especially important to publicly regulated industries, any 
one of whose executives might be called. For every unfortunate 
who comes a cropper there are thousands who serve our demo- 
cratic society by providing their elected representatives in both 
houses of the Congress and the public with information needed 


to draft laws.” 
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ican people want to know from him. 
Everything he says has to be related to 
the public interest. Even the experienced 
witness too often overlooks the need for 
his statement to have specific personal ap- 
peal to the public. 

In view of the importance of the role 
of the witness, what he says, how he says 
it, and the impression he makes, it might 
be useful to cite some “do’s and don’ts.” 
Here are some that have been worked out 
as the result of many conferences with 
Senators and Representatives, their staffs 
and the professional and clerical staffs of 
congressional committees as well as busi- 
ness, trade, and professional associations 
in Washington. Some of them would ap- 
pear to be elementary.. And they are. But 
they are listed here because too often they 
have been honored more in the breach 
than in the observance. 


Do’s 


B on time and, incidentally, be careful 

to be in the right room before the 
right committee. Some members of Con- 
gress are sticklers about starting hearings 
promptly on schedule and look askance at 


tardy witnesses. 

Be sure you have read the bill on which 
you are to testify. Understand precisely 
its meaning and implications. This is one 
of the admonitions that should not be 
necessary. 

Know the identity of the Senators and 
Representatives who are hearing your 
testimony. It is not flattering to confuse 
names, particularly those of such impor- 
tant public figures. 

Be courteous, candid, complete, and 
honest. They are most persuasive qualities. 
The old cliché about it being easier to tell 
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the truth because you do not have to re- 
member what you said earlier is a shining 
axiom in the field of congressional inquiry. 

Be willing to say you do not know the 
answer to a question and then offer to get 
the answer, if you think you can, for the 
committee promptly. No one on the com- 
mittee expects you to know all the answers. 
You show good faith and a co-operative 
attitude in your willingness to get the in- 
formation. 

Admit mistakes. They have a human 
quality that cuts through the formality of 
a hearing to make an earnest witness more 
appealing. 

Be brief. And be ready to summarize 
your prepared testimony in five minutes 
at most and submit the full text for the 
printed record. 

Support your points with facts and 
avoid broad generalizations. 

Simplify, supplement, and dramatize 
your prepared statement wherever possible 
with visual aids. They are used extensively 
and effectively by the Armed Services in 
their appearances before congressional 
committees. 

Assume that the proposal in the bill 
about which you are testifying was made 
in good faith and that the committee mem- 
bers want to perfect the legislation. Re- 
gardless of politics, that is the purpose 
of every committee hearing. 

Stick to your subject. Time does not 
permit of anything else. 

Relax and you will very likely find the 
experience stimulating and enjoyable, and 
come away a Master in Persuasion. 


Don'ts 


1 paid be afraid. The Constitution, no 
less, is backing you in your right as 
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A Friend on the Committee 


a ig a witness anticipates that his testimony will be unpopular because 
of the political complexion of the committee, he should alert one or 
more members of the committee who are sympathetic with his point of 
view so that they will be on hand. There is nothing as valuable as an ally 
on the committee to keep the situation in hand. An open hearing often ts 
a great source of news. This is recognized by the committees which are 


careful to reserve tables nearest their own for the press. Hearings in 

Washington are covered by the great national wire services, special Wash- 

ington correspondents for important newspapers all over the country, 
trade journals, radio, and television.” 








a citizen to petition your elected repre- 
sentatives. 

Don’t be bulldozed or enticed into weak- 
ening your position no matter how un- 
popular it might seem at the time. Stand 
your ground. It is not likely that you 
would be bulldozed but it does happen oc- 
casionally in the parry and thrust of a 
public hearing. 

Don’t under any circumstances under- 
estimate either the intelligence or the 
knowledge of the Senators or Representa- 
tives. They may play dumb and, if they 
do, they are “dumb like foxes.”’ Rest as- 
sured that they could never have reached 


positions of such eminence and leadership 
unless they had better than average minds. 
They understand well the general field in 
which you are testifying and, 10 to 1, 
their staffs have briefed them on the main 
points you are going to make. 

Don’t deal in half-truths. The other 
half will very likely be brought out by 
a committee member to confound you. 
And don’t try to conceal adverse informa- 
tion. 

Don’t talk about things you don’t 
thoroughly understand. It becomes im- 
mediately evident and tends to discredit 
everything else in your statement. 
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Don’t get angry no matter what the 
provocation. Anger may be justifiable but 
is always disastrous. 

Don’t get involved when committee 
members argue among themselves. Take a 
breather. It never pays to interfere in a 
family quarrel. 

Don’t ever reflect in any way on any 
member of the committee, its staff, or con- 
gressional traditions. You will invite 
trouble unless you remember you are there 
to sell ideas, not criticize. 

Don’t try to be funny, particularly at 
the expense of anyone even remotely con- 
nected with Congress. Let committee 
members inject the levity. 

Don’t interrupt a committeeman while 
he is questioning you. Hear him out 
respectfully. Eager beavers get themselves 
into trouble. 

Don’t try to use the committee hearing 
as a soapbox for personal publicity. You'll 
fall flat on your face. 

Don’t ignore other members of the com- 
mittee in answering a question by any one 
of them. Remember that the question was 
asked by the member not only in his own 
behalf but also for his colleagues. 


a the hearings of Subcommittee 

of the Senate Appropriations Com- 
mittee in June there was an incident of a 
government witness who brought down 
on his head the wrath of the chairman for 
venturing to protest a line of questioning. 
Arthur Larson, head of the United States 
Information Agency, was repeatedly asked 
about something he had said in a speech. 
Here is the transcript which has a capsule 
lesson for all witnesses: 


SENATOR MANSFIELD. Mr. Larson, 
I have been thinking about this speech 
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you made in Honolulu on April 16th 
which reads as follows: “Throughout 
the New and Fair Deals this country 
was in the grip of a somewhat alien 
philosophy imported from Europe.” 
Mr. Larson. Mr. Chairman, does 
this come under the category of specific 
justification for items under this budg- 
xr 

SENATOR JOHNSON. It does not 
make any difference to the committee 
what it comes under. You listen to the 
question and answer, or you are going 
to win an argument and lose a sale. We 
do not want to be lectured on how to 
ask questions. You are here to answer 
the questions that the Senator chooses 
to ask and in whatever category he 
wants to.” 


HERE are a few points that should be 
noted in connection with the witness’ 
prepared statement. At the very start the 
witness should identify himself, say where 
he is from and whom he represents. Al- 
though there is no established form or 
style, all statements presented to congres- 
sional committees start something like 
this: 
“T am John J. Johns of New York city. 
I am testifying in behalf of such and such 
an association,” etc. And at this point wit- 
nesses often proceed to try to impress the 
committee with figures about the mem- 
bership and importance of the group. 
These are about the only points that state- 
ments have in common. Thereafter, they 
vary as widely as those who offer them. 
The good ones are like legal briefs—they 
are informative, specific, and construc- 
tive. 
Witnesses may bring up supporting 
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specialists who should be introduced and 
identified. It is a routine courtesy to ask 
and obtain permission for them to sit at 
the witness table, too. That makes them 
handy for technical questions in their spe- 
cialized field. Their presence is also a 
morale factor in supporting and bolstering 
a witness. 

By the time a witness goes before a 
committee, he should be familiar with the 
names and faces of its members. Although 
a large name plate usually identifies each 
committee member’s place at a hearing, 
sometimes it cannot be seen. And a com- 
mittee member may take a different seat. 
For that reason the witness should have 
a chart with thumbnail pictures which are 
available in advance. 


HE story is told of a witness who re- 

peatedly mistook former Senator 
Millikin for Senator Hickenlooper. Sen- 
ator Millikin ignored it until he rose to 
leave. With great dignity he is said to have 
addressed the witness by name and com- 
mented, “My name is Millikin. I spell it 
MILLIKIN. It has three i’s and I use 
all three.” 

It helps to read the biographical sketches 
in the Congressional Directory which give 
a pretty good indication of a committee 
member’s interests and hence a clew to 


q 
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possible questions. It will put a witness 
more at ease, too, if he has gone through 
a mock presentation or dry run the eve- 
ning before his testimony. 

The Legislative Reorganization Act of 
1946 requires all witnesses “‘to file in ad- 
vance written statements of their prepared 
testimony and to limit their oral presenta- 
tion to brief summaries of their argu- 
ment.” 

These rules are not strictly adhered 
to by all of the committees. Some insist 
that witnesses provide the committee clerk 
with 50 copies of his testimony twenty- 
four hours in advance of their appearance. 
Others, aware of the last-minute rush that 
so often characterizes the preparation of 
a witness’ testimony, are more lenient. In 
any case, witnesses should know that they 
are expected to bring with them at least 
50 copies of their testimony and exhibits, 
such as charts, graphs, illustrations, etc. 


. is to the witness’ advantage to get his 
statement to the committee clerk as 
early as possible. The clerk gives a copy 
to each member of the committee to study 
in advance of the hearing. Wherever pos- 
sible committee staff members, in accord- 
ance with the Legislative Reorganization 
Act, make digests of the statement, listing 
its salient points for the convenience of 


“THE witness’ appearance before a committee is the climax 
of hours and hours of work. If he speaks for himself, he has 
probably labored over his prepared statement. It is assumed 


he has had advice and help from experienced persons. If he 
testifies for a group or association, his statement normally rep- 
resents the contributions of highly skilled persons and, in ad- 
dition, labor of another and most delicate kind—that of get- 
ting a large number of persons to agree and support him.” 
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committee members and even suggesting 
a line of questioning to bring out other 
information. 


own requirement that witnesses “limit 

their oral presentation to brief sum- 
maries of their argument’ is also not 
rigidly observed. But the wise witness will 
do well to do so. It will be appreciated 
and it will go far in helping him win 
friends and influence committee members 
—which, after all, is what he wants to do. 

There is no point in a time-consuming 
presentation. The witness will lose his con- 
gressional audience. Committee members, 
dismayed at the prospect of a long state- 
ment, often turn their attention to the 
reading of reports and other homework or 
just walk out. Unless the witness is kept 
on by the committee members themselves, 
it is enough that he appear, make a good 
impression in a short time, and leave. For 
the most part the real impact of his story 
will be in its consideration by the com- 
mittee and staff in writing the report on 
the bill. That is the advantage of having 
a prepared statement to supplement an 
oral presentation. Within reason the pre- 
pared statement is not limited in length. 
With supporting data, it makes a strong 
case. 

Occasionally, in their initial appearance 
before a congressional committee, wit- 
nesses are disconcerted by the fact that 
committee members do not all seem to pay 
attention and some exchange notes, whis- 
per, and even move around. In defense 
of Congressmen let it be said that this is 
a big occasion only for the witness and 
routine for the committee members. There 


is no discourtesy intended by the commit- 
tee members. They are under great pres- 
sures and they know that they will havea 
chance later to examine the witness’ testi- 
mony thoroughly. There is usually some 
member of the committee who is following 
the witness closely. And it is uncanny how 
quickly a committee member will stop a 
whispered conversation with another to 
break in and question a witness on a point 
that touches something in which he is par- 
ticularly interested. 


I’ a witness anticipates that his testimony 

will be unpopular because of the polit- 
ical complexion of the committee, he 
should alert one or more members of the 
committee who are sympathetic with his 
point of view so that they will be on hand. 
There is nothing as valuable as an ally on 
the committee to keep the situation in 
hand. 

An open hearing often is a great source _ 
of news. This is recognized by the com- 
mittees which are careful to reserve tables 
nearest their own for the press. Hearings 
in Washington are covered by the great 
national wire services, special Washington 
correspondents for important newspapers 
all over the country, trade journals, radio, 
and television. 

In view of this a prospective witness 
should plan with specialists in this field 
to make sure that the ideas he is advocat- 
ing are pointed up for the convenience of 
the press. 

Bearing in mind that it is both a priv- 
ilege and an act of good citizenship in pre- 
senting facts to Congress, witnesses may 
well take pride in their part. 
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Washington and 


the Utilities 


Sea Water and Sputntks 


ge the current furor over the 
Russian leadership on space satel- 
lites, a comparatively little-noticed meet- 
ing held in Washington, D. C., early in 
November held promise of revolutionary 
developments of far more practical impor- 
tance to the inhabitants of this globe now 
and in the future. This was a convocation 
of international scientists and technicians 
dealing with the problem of desalting sea 
water. And it was held under the joint 
sponsorship of the National Academy of 
Sciences, the National Research Council, 
and the Office of Saline Water. For some 
years the Interior Department has been 
fostering experiments in reducing the 
hitherto prohibitive cost of obtaining 
water for either drinking or irrigation 
from the ocean. Its newly established 
Office of Saline Water has been given 
appropriations for encouraging work in 
this field. 

And the work of specialists and tech- 
nicians in other countries has naturally 
invited comparison. Indeed, countries in 
North Africa, the Near East, the Indian 
subcontinent, and Australia have far more 
at stake than even our own chronically 























water-short states of the Southwest. 

Obviously, if California, for example, 
could tap the Pacific for unlimited fresh 
water supply to her coastal cities, the 
fresh water of the Colorado and other in- 
terior rivers could be turned inland for 
more consumptive use in the arid regions 
of Arizona, Nevada, and Texas. Like- 
wise, on our East coast, the increasingly 
congested “extraurban” strip of cities 
from Boston to Washington might some 
day look to the Atlantic for at least sup- 
plemental fresh-water supply. 


Re the standpoint of present and long- 
range benefits for the human race, 
therefore, the solution to the problem of a 
commercial and practical desalting opera- 
tion easily rivals, if it does not surpass, 
the lasting significance of the Sputnik race. 
It would have been pleasant news for a 
change, therefore, if the Washington meet- 
ing had produced definite indications that 
the problem had been solved or was about 
to be solved in the very near future. But 
the evidence at hand, while promising, 
was quite conservative in terms of years 
and cost per gallon of sea water con- 
verted. 
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HE gist of the Washington meeting 

seemed to be that desalting sea water 
has yet to come within striking distance 
of competition with conventional river 
water filtration. This conservative view 
was emphasized by a number of the 42 
papers on conversion of salt water to 
fresh drinking or irrigation water pre- 
sented at the Washington symposium. But 
there was more optimistic opinion else- 
where. The impact of any breakthrough 
in this area, upon the future economy and 
pattern of industrial and residential loca- 
tion, could be just as important as the 
space satellite development. 

Probably the most optimistic news of 
progress came early last month from the 
Maxim Silencer Company of Hartford, 
Connecticut, which announced the de- 
velopment of a system capable of convert- 
ing sea water to fresh water for an urban 
system “at something around 20 cents a 
thousand gallons.” While this is more 
than double average filtration costs for 
municipal water supply, it represents a 
tremendous advance. Yet such a process 
would be limited to by-product use in 
connection with a heat source, such as 
steam power or ship boilers. The Con- 
necticut company is one of the leading 
suppliers of sea water distillating systems 
to the Navy and merchant shipping lines. 
And that is probably where its method— 
described as an evaporation-vacuum sys- 
tem—is likely to come into earliest com- 
mercial use. 


ea meeting in Washington was 
somewhat scientific in tone. It was 
opened by Assistant Secretary of Interior 
Fred G. Aandahl. V. F. Estcourt of the 
Pacific Gas and Electric Company was 
the chairman of the discussion of distilla- 
tion processes. Among other desalting 
processes—in addition to evaporation and 
distillation—were membrane processes, 
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solar distillation, freezing, and other de- 
velopments. 

O. B. Volckman, of National Chemical 
Research Laboratory, Pretoria, South 
Africa, explained a membrane process 
which could be used in areas where a by- 
product heat source would not be practi- 
cal. He claimed a conversion cost of 30 
cents per thousand gallons. This process 
uses a simple, inexpensive membrane to 
filter water of salt content. A group of 
South African mining companies are 
planning a 2.8 million gallons a day plant 
to start in 1958. Ionics, Inc., an Ameri- 
can company holding similar membrane 
processing patents, indicated that progress 
comparable with the South Africans’ 
could have been developed in the United 
States if similar large-scale experiments 
had been conducted. 

There was an official warning against 
overoptimism from two government offi- 
cials, who stressed the need for continued 
government assistance on desalting re- 
search. David S. Jenkins and Edgar A. 
Cadwallader, both of OSW, said it may 
be necessary to continue government as- 
sistance for the program “considerably be- 
yond the point at which it had originally 
been hoped that private industry would 
take over.”” While Jenkins and Cadwal- 
lader professed to see some “tapering off 
of interest and activity” in this field, the 
presence of 250 authorities from this 
country and abroad spoke well for the 
present stage of the science. Allen Cywin, 
also of OSW, said the trend is turning 
from purely marine and military use 
toward potential large-scale civilian ap- 
plications. 

> 


Hell’s Canyon Progress 


ve of government power prc- 
ponents to block the Idaho Power 
Company’s Snake river power project 
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continue to prove futile. Last month the 
FPC turned aside a request from two 
Pacific Northwest U. S. Senators to hold 
up approval of Idaho Power’s financing 
arrangements for its Brownlee dam in 
Hell’s Canyon. The request came from 
Senator Magnusen (Democrat, Wash- 
ington), chairman of the Senate Inter- 
state Commerce Committee, and Senator 
Murray (Democrat, Montana), chairman 
of the Senate Interior Affairs Committee, 
both strong supporters of a high federal 
Hell’s Canyon dam. 

Despite previous complaints from gov- 
ernment power zealots in the area about 
Northwest power shortage dangers, the 
two Senators subsequently urged the FPC 
to defer approval until the company can 
show that its project will not need a fed- 
eral subsidy. They charged that a 300,000- 
kilowatt power surplus, which the new 
dam will create during the 1958-59 winter, 
could only be resold by BPA at an al- 
legedly lower cost than BPA could pur- 
chase it from Idaho Power. The FPC 
nevertheless went ahead and authorized 
the company to issue $15 million in bonds 
and to sell 225,000 shares of stock to 
finance the project. The commission said 
the economic feasibility of the project had 
been fully explored in earlier hearings. 
The SEC was expected to follow suit and 
permit registration of the bonds and stock. 


¥ 


Boiler Fuel Battle 


. electric utility industry may find 
itself somewhat in the middle in a 
battle which is developing between the 
natural gas producers and coal producers. 
Electric utilities for some years have been 
making liberal use of natural gas as 
boiler fuel whenever it has become avail- 
able at prices competitive with or lower 
than coal fuel delivered at the site of their 
generating plants. 


In the last session of Congress, when 
the Harris Bill to relieve gas producers 
from the full burden of utility-type regu- 
lation by the FPC was under way, Con- 
gressmen from coal states were very busy 
with a project of their own. The coal field 
Congressmen saw in this scrap between 
the avowed champions of gas consumers 
and gas producers, respectively, a chance 
to slip in some statutory protection for 
the coal business under the politically 
sacred name of conservation of our irre- 
placeable natural resources. 

Representative Harley O. Staggers 
(Democrat, West Virginia) introduced a 
bill in the House (HR 7105) which would 
have subjected direct sales of natural gas 
by pipeline companies to FPC control and 
prohibit low-cost sales of natural gas to 
industrial users. That, of course, would 
amount to a prohibition of sale of natural 
gas for boiler fuel to electric companies. 
Such sales would have been condemned 
as “an inferior use’ of a natural resource 
and therefore a waste which should be 
prohibited by law. 

The Staggers Bill got no place in the 
House. It was voted down by more than 
3 to 1 in the House Committee on Inter- 
state and Foreign Commerce. It is still 
likely to make no further progress if, as, 
and when the House takes up the Staggers 
Bill for floor action at the next session. 
But it is to be expected that the same 
kind of amendment will be introduced in 
the Senate when a companion or opposite 
number of the Harris Bill is taken up in 
that chamber, if it is taken up. 


HE coal industry has a smart and 

compact group. And while the mem- 
bers are very much in the minority as 
compared with the gas consumer and gas 
producer states’ Congressmen, they are in 
a position to trade with either side and 
could conceivably wield a balance of power 
on a close vote. 
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Robert E. Lee Hall, general counsel of 
the National Coal Association, has con- 
tended that unregulated direct industrial 
sales of gas are against the public interest, 
partly on the ground that they are ac- 
celerating the exhaustion of natural gas 
reserves and partly because sales of natu- 
ral gas to industry are injurious to the 
coal industry. Hall sought to persuade the 
House committee last year that his posi- 
tion was supported by both the FPC and 
the Office of Defense Mobilization. 

For those not familiar with gas in- 
dustry operations, the question naturally 
arises as to why both pipeline and pro- 
ducer companies are willing to make such 
cheap rate concessions for boiler fuel cus- 
tomers. The answer so far has been that 
high average annual load can only be 
maintained by the long pipeline operators 
when they can supplement slack periods 
or consumer use by sales for off-peak 
use. If such sales were banned, pipeline 
operations would become very much more 
expensive on the whole and even the 
distributing gas utilities would have to 
pay a higher rate to the pipeline companies 
to compensate for the poor load factor. 


a 


TVA Board Filled— 
Conditionally 


HAT are the chances for Senate 

confirmation of the two interim ap- 
pointees to the three-man board of the 
Tennessee Valley Authority? The per- 
spective and anonymous speculators, who 
give hit-and-run comments under the name 
of Washington observers, have been busy 
on this ever since President Eisenhower 
completed the board’s membership last 
month. Speculation is to the effect that 
the President appointed Dr. Frank J. 
Welch, dean of the College of Agriculture 
of the University of Kentucky, as a 


counterweight to his previous recess ap- 
pointment of Arnold R. Jones. 

The TVA zealots in Congress, headed 
by Tennessee’s Democratic Senators 
Kefauver and Gore, have made no bones 
about their reservations with respect to 
Jones. They think he is still too much 
influenced by the conservative Budget 
Bureau, from whence he came. They 
swung enough weight in the Democratic 
Senate to stall a confirmation vote, pend- 
ing what might loosely be called a period 
of “good behavior” on the part of Jones 
until the Senate reconvenes next year. 

The administration naturally did not 
take kindly to this sort of cavalier treat- 
ment of a presidential appointment by the 
Senators. The Senate’s duty under the 
Constitution, the administration feels, is 
to confirm or deny confirmation. It has 
no right to put anybody on probation, so 
to speak—which is another way of sug- 
gesting that pressure might be used to 
influence policy decisions simply by em- 
ploying confirmation votes as bait. 

Rather than make an issue of it, how- 
ever, the speculation is that the adminis- 
tration is willing to settle for an even 
break. The new appointee, Dr. Welch, is 
not only a Democrat of long standing, but 
he professes great enthusiasm for the 
TVA and all its works and pumps, locks 
and stocks, and everything else. 


wu Senators Kefauver, Gore, and 
the rest of the so-called power bloc 
go along for this? The TVA Senators 
have been noncommittal. Dr. Welch has 
been warmly endorsed by Kentucky’s two 
Senators, Cooper and Morton. Kefauver 
and Gore would like to hear more from 
Dr. Welch on the subject of TVA. So 
far he has only said that there is plenty 
of room in our economy “for both” gov- 
ernment and private power development. 
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Telephone and 


Telegraph 


USITA Takes Aim on 
Excise Taxes 


be United States Independent Tele- 
phone Association is once more 
mustering its forces for a campaign to 
urge repeal of telephone excise taxes. At 
its Chicago convention in October, the 
USITA’s board of directors authorized 
positive action to seek removal of the 
taxes. Secretaries of the various state 
telephone associations will assist in the 
united effort to show that repeal of the 
excise taxes is long overdue. USITA will 
have the support of the National Associa- 
tion of Railroad and Utilities Commis- 
sioners, which once more went on record 
at its convention in favor of repeal. 

The basic arguments that will be used 
to support the position of the telephone 
companies include findings of the Gallup 
Poll that the tax on telephone communi- 
cations is the most unpopular of all excise 
taxes, because it adds to the cost of a 
genuine necessity in the American way 
of living. Telephone communication is 
essential to commerce, industry, and the 
social life of the nation. Clearly, it is 
not a luxury item, although it is subject 
to an excise tax which normally applies 
to such luxuries as furs, cosmetics, alco- 
holic beverages, etc. 

State regulatory authorities have con- 
demned this tax as “inimicable to the 


maintenance of reasonably priced and non- 
discriminatory communications service,” 
because it adds unreasonably to the rates 
and ‘charges which they have carefully 
established. The tax is discriminatory be- 
cause it singles out the telephone from 
other essential household utility services, 
like water, gas, and electricity. 

The telephone companies argue that 
the tax was enacted primarily to as- 
sist in conserving critical war materials 
during the war. It was an emergency 
measure and should not be permitted to 
become a permanent part of the tax reve- 
nues. It is also pointed out that the tax 
is a consumer tax. Its repeal would result 
in a direct saving for the telephone user. 
No part of the tax saving could be re- 
tained by the telephone companies. 


y 


ATA Opposes Frequency 
Changes 


enti of the Federal Communications 
Commission to shift the frequency for 
a majority of transit two-way radio sys- 
tems have encountered strong opposition 
from the American Transit Association. 
The frequency change, if put into effect, 
would require 50 transit systems using 
two-way radio service to purchase new 
equipment at considerable expense to 
hard-pressed transit companies. 
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The serious implications of the FCC’s 
recommendations resulted in an emer- 
gency meeting of the ATA’s committee 
on radio communications in New York 
recently to study the proposals and make 
recommendations for association action. 
A formal statement of opposition will be 
filed with the FCC. 

Briefly, the changes proposed by FCC 
in its new rule would reduce the separa- 
tion between assignable frequencies in 
the 42-50-megacycle band, effect changes 
in the 25-50-megacycle and 150.8-152- 
megacycle bands, and effect other changes 
relating to the use of frequencies in the 
25-50-megacycle band. Fifty transit com- 
panies operate two-way equipment at four 
frequencies in the 44-megacycle band. 
These would be shifted if the FCC rule 
is adopted. Thirty-five companies operate 
at 30-31 megacycles. Certain channels, in- 
cluding those in the 44-megacycle band, 
would be “split.’”” Now assigned on a 40- 
kilocycle separation basis, it is proposed 
to assign them in the future on a 20-kilo- 
cycle separation basis, thus making avail- 
able additional channels in between the 
old ones. 


HE four frequencies in the 44-mega- 
cycle band presently available to 
transit are proposed to be transferred, 
together with the intervening “splits,” to 
interurban property carriers. Urban car- 
riers would be compensated for this loss 
with three frequencies in the 150-mega- 
cycle band on a 30-kilocycle separation 
basis. Commenting on this feature of the 
proposal, the FCC said: “On the basis of 
present usage of available frequencies, it 
is believed that the three-for-four pro- 
posal is fair and equitable.” Stations on 
the lost 44-megacycle frequencies would 
be permitted to continue operation for a 
period not to exceed five years. 
The FCC proposes not to accept, in the 
future, any frequency assignment plan 
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which “does not provide for assignment 
in all areas of substantially all frequencies 
available to the service.’’ Under the plan 
developed by ATA’s committee and used 
for a number of years, recommended as- 
signments are made in so far as possible 
on an area basis to minimize skip inter- 
ference. However, under the ATA plan, 
all frequencies could be used in any area 
provided every licensee had the most 
modern equipment. 

Representatives of the transit industry 
were among those participating in the 
eighth annual meeting of the Professional 
Group on Vehicular Communications. 
The meeting was held in Washington, 
D. C., on December 4th and 5th. A frank 
discussion of present and future radio 
frequency requirements by outstanding 
personalities in the vehicular radio field 
highlighted the meeting, which was de- 
scribed as one of the most important pub- 
lic meetings ever held on mobile radio. 
The meeting attracted hundreds of indus- 
trial, public safety, land transportation, 
common carrier, military, and other types 
of radio users from all parts of the United 
States. 


} pew biggest drawing card for the 
meeting was a two-hour panel dis- 
cussion moderated by Commodore E. M. 
Webster, former member of the FCC and 
an expert on radio frequency alloca- 
tions. Top representatives of the FCC, 
radio equipment manufacturing industry, 
the engineering consultant area, the com- 
mon carrier communications industry, and 
the mushrooming private radio operating 
field, taking part in the discussion, were 
FCC Engineer Edward W. Allen, Jr.; 
Motorola Executive Vice President 
Daniel E. Noble; Washington engineer 
consultant, C. M. Jansky, Jr.; AT&T 
Radio Engineer Francis M. Ryan; and 
Atlantic Refining Company Communica- 
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tions Manager Mason S. Collett, who 
spoke for the nation’s private radio users. 


» 
Subscription TV 


KO Te verapi0 Pictures, INc., is the 
latest FCC applicant to file for au- 
thority to participate in toll television 
tests. The company, licensée of six tele- 
vision stations, is the first major broad- 
caster to request permission to test toll 
TV. In announcing the company’s deci- 
sion to enter the subscription TV field, 
RKO Teleradio President Thomas F. 
O’Neill said: “Toll TV is already with 
us and RKO Teleradio proposes to waste 
no time or effort in attempting to stem 
the tide of the inevitable.” The major 
broadcasters have for the most part ex- 
pressed strong opposition to subscription 
TV. 

The FCC recently began accepting ap- 
plications for a test of toll TV, but 
announced that there will be no action on 
the pay-as-you-see petitions until next 
March. Under the ground rules recently 
laid down by the FCC, trials will be 
limited to a three-year period and no new 
subscription system will be permitted to 
try out in more than three cities. The 
tryout cities must have four top-quality 
television outlets in operation. 

Under the rules, more than one method 
of subscription TV may be tried in the 
same city and more than one station as a 
trial city may participate in testing a par- 
ticular system. Charges and conditions of 
service must be applied uniformly to all 
subscribers. So far, five new systems of 
pay TV already have been proposed to 
the commission. 

RKO Teleradio disclosed it has already 
begun negotiations with subscription tele- 
vision system companies, but did not indi- 
cate how far the talks have gone, or which 


of the five companies making the systems 
had been consulted. RKO’s system of 
broadcast would be through the air 
rather than over cables on a closed circuit. 


> 
Long Lines Expansion 


gran to build additional com- 
munications facilities at a cost of 
$60 million has been requested in an appli- 
cation filed with the FCC by the American 
Telephone and Telegraph Company’s 
Long Lines Department, 17 other Bell 
system companies, and the Carolina Tele- 
phone & Telegraph Company. 

James E. Dingham, director of opera- 
tions for Long Lines, said that Long Lines’ 
share would amount to about $52 mil- 
lion and that the proposed construction 
was only a portion of the program for 
1958 and early 1959. Installations covered 
in the application would provide about 
4 million channel miles of telephone fa- 
cilities, 2.2 million miles of telegraph 
channels and additions to television facili- 
ties. 

Long-distance traffic along principal 
routes was up about 9 per cent during the 
current year. “The facilities proposed will 
provide about 7,000 additional circuits to 
meet an anticipated increase in long- 
distance usage in 1958 and early 1959,” 
Dingham said. 

Major cable projects listed in the filing 
included the conversion of several coaxial 
cable routes to a system which would 
triple their present capacity. These are 
located in Virginia, North Carolina, 
Georgia, Mississippi, and Texas. The ap- 
plication also touched on plans for con- 
struction of a number of radio relay sys- 
tems in the East and Southeast. These 
would connect with “express routes” re- 
cently built through the open country to 
bypass some of the nation’s larger cities. 
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.“Rolling Readjustment” or 
Real Depression? 


7: question as to whether business 
and industry are headed for a real 
postwar depression of the type anticipated 
by Sewell Avery, or whether we are only 
having another “rolling readjustment” 
similar to that of 1954, has aroused con- 
siderable debate recently. A majority of 
the economists assembled at a University 
of Michigan seminar recently agreed that 
the business readjustment or recession 
should run its course by about the middle 
of next year. Only comparatively small de- 
clines in production and profits were fore- 
cast, with a moderate increase in unem- 
ployment. On the other hand, Harold Dor- 
sey of Argus Research reports that new 
orders for steel are now running below 60 
per cent of capacity, which he interprets 
to mean that “deterioration in business 
over the next six months is likely to be 
sharper than we—or anyone else we have 
heard of—were anticipating.” 

Currently, steel operations have declined 
to 76.8 per cent in the week ended Novem- 
ber 22nd, compared with 100.1 per cent 
a year ago. The FRB index of industrial 
production for October was 142 compared 
with 144 in September and 146 a year ago. 
While layoffs in durable goods factories 
reduced manufacturing employment about 
2.3 per cent this was offset by more jobs in 


DECEMBER 5, 1957 


Financial News 
and Comment 


By OWEN ELY 


trade, finance, etc. However, U. S. News 
forecasts that insured unemployment will 
increase from 2.5 million to 4 million next 
February, highest in four years. Elimina- 
tion of overtime pay is reducing weekly 
pay in some lines by 2 per cent or more. 

Personal income in October declined to 
a seasonally adjusted annual rate of $345.5 
billion, 1 billion lower than in September, 
following a decline of .3 billion in Sep- 
tember. However, income remained 3} 
per cent above a year ago. Regarding the 
outlook for next year, “built-in” pay raises 
will help offset unemployment; it is esti- 
mated that 1,197 wage contracts guarantee 
pay raises averaging about 8 cents an hour 
in 1958. 


pers -aesaanie' is one of the most cycli- 
cal phases of the economy. McGraw- 
Hill’s October survey indicated that in- 
dustrial construction next year will decline 
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about 7 per cent ; manufacturers will spend 
about 16 per cent less, while electric and 
gas utilities will spend 3 per cent more, and 
other nonmanufacturing industries will 
also make a fair showing. Industries’ 
planned expenditures of $36.1 billion for 
iext year remain very high compared with 
earlier years. Incidentally, most compa- 
nies expect to spend as much or more for 
research and development next year as in 
1957. Spending for public construction, 
homes, office buildings, schools, etc., 
should be aided by easier credit and F. W. 
Dodge & Co. forecasts a gain of 8 per cent 
in residential building. On an over-all 
basis, the Commerce Department estimates 
total construction in 1958 at $50 billion, 
up 5 per cent. 

Retail sales are considered the bulwark 
of our prosperity, and last month they to- 
taled about $16.8 billion, according to a 
preliminary Commerce Department esti- 
mate. While this was about 2 per cent be- 
low September after seasonal adjustments, 
it remained 4 per cent higher than a year 
ago—part of this gain being due to higher 
prices. Chain store sales in October were 
4.9 per cent above a year ago, and for the 
first ten months of 1957 were 6.8 per cent 
ahead of last year. Grocery chains made 
the best showing for the month with an 
increase of 9.9 per cent, and drugstores 
also made a strong showing with a gain of 
14.8 per cent. Federal Reserve Board fig- 
ures showed a dip of 1 per cent in depart- 
ment store sales for the four weeks ended 
November 2nd. Sales of house furnishings 
have declined sharply since midsummer, 
including furniture, appliances, TV sets, 
etc. In general, retailers expect the physi- 
cal volume of sales this year to be about 
the same as in 1957, and to decline slightly 
in the first half of 1958. 


perce debt might conceivably prove 
to be the Achilles’ heel of the present 


economy as security and mortgage loans 
were in 1929. Total consumer credit con- 
tinued to rise slowly in September, bring- 
ing the total to $43 billion, nearly $3 bil- 
lion over a year ago. Instalment debt re- 
payments, as a percentage of personal in- 
come after taxes, increased to 13.4 per 
cent in September compared with about 3 
per cent in 1945, 8 per cent in 1940, 5 per 
cent in 1933, and only 7 per cent in 1929. 

To what extent will the United States 
be affected by troubles abroad—the near 
bankruptcy of the French government, 
England’s weakened financial position and 
the rising strength of the Labor party, in- 
flationary trends and foreign trade diffi- 
culties in many countries, etc.? Failure of 
a large Austrian bank was one of the 
earlier signals of the 1929 debacle. How- 
ever, the U.S.A. is now a far more impor- 
tant segment of the world economy than 
in 1929 and is able to bolster ailing nations 
through special loans and grants. Latest 
developments in France seem more opti- 
mistic and perhaps that country can pull 
itself together and stop runaway inflation. 

Two industries have been counted on to 
restore waning business confidence, as they 
did in 1954—automobiles and housing. 
Auto sales in October and November suc- 
ceeded in clearing out heavy stocks of 
1957 models with sales about 15 per cent 
above last year, but inventories of new 
cars remain heavy. Housing starts in Oc- 
tober were at the rate of 1 million a year, 
maintaining the level of the past six 
months, despite disappointing results with 
FHA loans. 


Wat the Federal Reserve may not 
have fully succeeded in its fight 
against inflation (thus far the cost-of-liv- 
ing index continues to edge a little higher) 
obviously, the board has decided that the 
decline in business is a greater evil—the 
Reserve system is required by law to try 
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to maintain employment. In any event, the 
credit situation is becoming easier. In the 
first half of 1957 bank loans of reporting 
member banks rose $677 million or at 
about one-quarter the rate of 1956, and in 
July and August declined about half a bil- 
lion dollars, while last year they were 
showing little change. Since August and 
up to November, loans have dropped about 
$400 million, while last year they were up 
over a billion dollars. The recent cut in the 
rediscount rate from 34 per cent to 3 per 
cent by four eastern banks gave the bond 
market a needed tonic, clearing out the re- 
mainder of the slow-moving $250 million 
telephone debentures. A few days later 
other slow issues were quickly absorbed 
after an optimistic statement by Chairman 
Hayes of the New York Reserve Bank. 


The decision of the government to “firm 
up” defense expenditures and perhaps 
spend an extra billion or so on missile de- 
velopment (cutting down on nonmilitary 
expenditures) is a plus factor, since the 
“stretch-out” of defense contracts had 
been an element of unceftainty in the busi- 
ness outlook for 1958. 


HOULD the utilities retrench a little at 
this time? It certainly would seem ad- 
visable to restudy next year’s construction 
plans, in the light of new utility budgetary 
estimates soon to be prepared. Does the 
electric utility industry really need the 20 
per cent reserve of generating capacity to 
which its long-term construction program 
is geared? With the increasing amount of 
interconnection could this perhaps be re- 





INDUSTRIAL 


COMMERCIAL 


J M 
1962 1954 





RESIDENTIAL, COMMERCIAL. AND INDUSTRIAL SALES OF ELECTRIC ENERGY 
UNITED STATES 


RESIDENTIAL 


M 
1955 








Source, Federal Power Commission (September estimated by FortNIGHTLY) 


DECEMBER 5, 1957 





Pe ee ee ee ee ee ee ee rr 


FINANCIAL NEWS AND COMMENT 


duced to 15 per cent or less? The question 
as to why 20 per cent is still necessary 
would make an interesting subject for an 
engineering study by the EEI or some 
appropriate agency. 

At least two large utilities encountered 
sudden difficulties last summer in servic- 
ing the sharp rise in their air-conditioning 
loads during a heat wave. But it is under- 
stood that part of this difficulty arose from 
the old policy of using the summer period 
for maintenance work. Possibly revision 
of the maintenance schedule would help 
to avoid recurrence of these difficulties. 


¥ 


Utility Convertible Issues 
Popular in 1957 


A' least nine issues of convertible de- 
bentures and six convertible pre- 
ferred stocks totaling $350 million 
in amount, had been offered by utility 
companies in 1957 up to a recent date, as 
indicated in the table on page 944. The 
conversion feature is a successful device 
to avoid increasing the mortgage debt ra- 
tio and to provide “painlessly” for a fu- 
ture increase in common stock equity after 
conversion. 

Usually the conversion feature enables 
the company to obtain a slightly lower in- 
terest cost (although the shorter ma- 
turity is also a factor). Thus on August 
28th, El Paso Natural.Gas sold convertible 
sinking-fund debentures with a Baa rating 
to yield only 5.25 per cent, while a few 
days earlier Iowa Southern’s similarly 
rated first mortgage issue was retailed to 
yield 5.70 per cent, and in June two first 
mortgage Baa issues yielded 6 per cent. (It 
is quite possible, however, that the sink- 
ing-fund feature may have been a factor 
in the lower coupon. ) 

Is there any general rule about fixing 
the conversion price, in relation to the 
price of the common stock at that date? 


Apparently this ratio has been subject to 
considerable variation. (See table.) In 
fixing the conversion price the manage- 
ment has to take into account the popu- 
larity of the common stock and its recent 
price range in relation to the general mar- 
ket trend. Electric and gas utilities, when 
they sell a convertible issue on a subscrip- 
tion basis, usually fix the conversion price 
about one day before the record date for 
issuance of the rights, so as to retain flex- 
ibility to meet changing market conditions. 


¥ 


Arkansas Lousiana Gas to 
Make Gas Air Conditioners 


i ex current trend toward diversifica- 
tion into nonregulated fields by gas 
utilities is well illustrated by Arkansas 
Louisiana Gas Company’s recent purchase 
of Servel’s gas air-conditioning division 
at Evansville, Indiana, for $4 million. In 
a recent address before the New York 
Society of Security Analysts, Chairman 
of the Board W. R. Stephens stated: 


In the first place, we know that the 
Sun Valley all-year absorption unit has 
been developed to the point that it is a 
wonderful product for the home. Of 
2,500 of the new models put into serv- 
ice, there have been only three failures. 
In the second place, there is the prob- 
lem of low summer gas sales faced by 
us and by every other gas utility. Gas 
air conditioning seems to be the answer 
to this problem and the eventual leveling 
of the gas company’s load factor. 

Home-building forecasts for the im- 
mediate years ahead indicate that ap- 
proximately one million homes will be 
constructed each year. Currently about 
25 to 30 per cent of these have central 
air conditioning. This means that 300,- 
000 homes per year will have central 
heating and air conditioning. If we can 
serve as much as 10 per cent of this 
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market, it means we can sell 30,000 
Arkla-Servel Sun Valley 33- and 5-ton 
units. By contrast to ret ‘Bevel last 
year sold about 2,400 units. . . . 

The Arkla plant in Evansville is back 
in production. We have reduced our 
prices on these units about 20 per cent 
to the point that they can be installed 
competitively with any similar unit. 
Our figures show that 4,600 units is 
the approximate break-even point in 
the manufacturing process, but we are 
confident that sales in 1958 will go well 
over that... . We are beginning studies 
now as to how we can raise production 
to a rate of 20,000 units per year, so 
that we will be ready for the market as 
it develops. Nor will we be content with 
the 33-ton, 5-ton, and 25-ton units now 
being produced. We are studying how 
we can produce units up to 700 tons’ 


e 


capacity for large buildings and indus- 
trial loads. 


| eo LoulIsIANA Gas also has gone 
into the cement business and is be- 
ginning to lay the foundation for a $12 
million plant in Arkansas with an annual 
capacity of 1.4 million barrels a year, 
which should be in operation within a 
year. The plant will buy a substantial 
amount of gas from the parent company, 
firming up the summer load and improv- 
ing the system load factor. Moreover, 
Arkansas Louisiana will build an 8,000- 
kilowatt generating station (using natural 
gas as fuel) to supply electricity to the ce- 
ment plant, at an operating cost of about 
3.9 mills. 

The company has also been active in ex- 
ploring for new gas reserves, having ob- 
tained from the legislature (superseding 


CONVERTIBLE UTILITY ISSUES OFFERED IN 1957 


- 
ng Amount 0 
Date (Mill.) Issue 


1/11 $46 
1/25 2 
2/20 
2/28 

3/6 

3/19 

5/16 
6/15* 
6/19 
6/20 
8/28 
9/12 
10/16 
10/10 

11/1 


ering 
rice 


Niagara Mohawk Power 4%s 


—* L. & T. 5.20% Conv. 


E s 4% 
Sub. Pee 98.70 
Consolidated 
Conv. Deb. 1972 100 
Lone Star Gas 4.84% 
fd. 100 
100 


Conv. 


”'Pfd. 

General Telephone Corp. 41%4% 
Conv. Deb. 1977 

General Telephone Corp. 5.28% 
Conv. Pfd 

Texas Eastern Trans. 
Sub. Conv. P’ 

Montana- Dakota 


Conv. Deb. 1977 
El Paso Natural 
Conv. Deb. 1977 
Westcoast Transmission 54% 
Sub. Conv. Deb. 1978 
Consumers Power 4%% Conv. 
Deb. 1972 
oe nu L. & P. 5%4% Conv. 


* Approximate date. 


Rights Basis 


$100 Deb. for 25 shs. 
1-for-8 
$100 Deb. for 25 shs. 
1-for-40 
1-for-56 
$100 Deb. for 30 shs. F 46 


** 


Price 
Initial Of 
Conver- Common % Con- 
ston ‘ore 
Price of Offer- 
Common img 
Stock Date 


Div. 


Maturity 
Yi Yield 


teld 
31% 30 
31% 
17% 17 
45.45 
33% 
33% 


4.63% 


5.00 
4.50 


45.45 
25 
27 


$100 Deb. for 29 shs. - 35 


35 


$100 Deb. for 25 shs. r 47 
1-for-60 
$100 Deb. for 14 shs. 


19% 18% 


5.25 22+ 24 


**Offered to cealebeed stockholders of Peninsular Telephone Company on basis of one-half share preferred for each share 


of Peninsular preferred. 
+After January 1, 
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a court decision) the right to use the fair 
field price principle in its utility operations. 
In the first months of 1957, 31 wells were 
completed of which 24 were oil, four gas, 
and three dry holes. An important gas- 
condensate discovery was made, opening 
up the new Calhoun field in Ouachita par- 
ish, Louisiana. Total gas reserves under 
this discovery well are estimated at 55 
billion cubic feet, with liquid reserves of 5 
million barrels. 

The company has separated its utility 
and nonutility operations in its financial 
statements, showing earnings from each 
division separately. The report to stock- 
holders for the first six months of 1957 
showed net income of $2,290,123 from the 
utility division and $2,158,814 from the 
nonutility division. 


¥ 


“Degree Days’ Important 
Factor in Gas Earnings 


bee interim share earnings reports of 
many natural gas utilities have regis- 
tered declines this year, due in large part 
to the effects of warm weather during the 
1956-57 heating season compared with 
1955-56. Utility analysts would like to 
know to what extent the weather was the 
cause of these declines, and to what extent 
they were due to other factors such as in- 
creases in the cost of gas from suppliers. 
One company, Alabama Gas, recently 
estimated that its 1956 share earnings 
were increased some 25 cents by a cold 
winter, while in 1957 they were reduced by 
warm weather. Doubtless a cold winter 
followed by a warm winter has accentuated 
the change in earnings for some other com- 
panies as well. It would seem worth while 
for gas companies to issue information 
more accurately and more frequently re- 
garding the effects of weather and possibly 
to advise stockholders what the earnings 


would have been if based on normal weath- 
er. 

Is there any way in which these erratic 
fluctuations in earnings could be normal- 
ized or reduced? Would it be possible to 
adjust rates charged householders for 
heating so as to reflect the local number of 
degree days? This would require action 
both by the industry and by regulatory au- 
thorities and any such program would re- 
quire considerable research and prepara- 
tion. One method might be to set up a 
counterpart of the “commodity rate” used 
for industrial customers, combined with a 
“demand” charge, so as to reduce fluctua- 
tions. 


rae solution might be for individ- 
ual companies to set up earnings re- 
serves for warm winters, somewhat simi- 
lar to the storm reserves set up by Florida 
Power Company, Long Island Lighting, 
and others. Weather conditions can be 
equally disastrous to earnings, whether in 
the guise of abnormally warm weather or 
violent storms. It appears likely that reg- 
ulatory authorities might be more favor- 
ably inclined to the use of such reserves 
than to the development of a special rate 
schedule as suggested above. 

As Mark Twain said, “everybody com- 
plains about the weather but nobody does 
anything about it.”” Perhaps the gas com- 
panies can do something about it. If they 
cannot, at least they could supply more 
complete information, either textually or 
by footnote, to explain the sharp changes 
in share earnings, which are apt to dis- 
quiet investors and make gas stocks less 
popular marketwise. 


> 


SEC to Study Stock Setup 


* I SHE Securities and Exchange Commis- 
sion called hearings recently to deter- 
mine whether preferred stockholders in 
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American Natural Gas Company hold June 30th consisted of 4,863,246 common 
“unfair” voting power in the utility and shares, or 62 per cent; $32,978,914 of 
whether its corporate structure is “un- capital surplus, or 16.8 per cent ; $30,380,- 
duly” complicated. 428 of earned surplus, or 5.4 per cent; 
In its order, the SEC reported Ameri- and 27,481 shares of nonredeemable cumu- 
can Natural’s corporate structure last lative preferred stock, or .3 per cent. 
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RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


Aver. 

Incr. 
11/13/57 Diz- Recent In Sh. Price- 
Rev. Price dend Share % In- Earns. Earns. 
(Miil.) Rate Earnings crease 1951-56 Ratio 


Pipelines 

Ala.-Tenn. Nat. Gas .... 
Commonwealth N. G. ... 
E. Tenn. Nat. Gas 

Gulf Interstate Gas 
Miss. River Fuel 
Southern Nat. Gas 

‘sean. (Gas Trans; ...... 
Texas East. Trans. ...... 
Texas Gas Trans. ...... 
Transcont. Gas P. L..... 
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1.67Se 30 10.8 
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Integrated Companies 
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Arkansas Louis. Gas .... 
Colo. Interstate Gas .... 
Columbia Gas System .. 
Commonwealth Gas .... 
Consol. Gas Util. ....... 
Consol. Nat. Gas 

El Paso Nat. Gas 
Equitable Gas 
Kansas-Nebr. Nat. Gas .. 
Lone Star Gas 
Montana-Dakota Util. .. 
Mountain Fuel Supply ... 
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Pennsylvania Gas 
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Southern Union Gas .... 
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Averages 


Retail Distributors 


Alabama Gas 

Atlanta Gas Light 
Berkshire Gas 
Bridgeport Gas ......... 
Brockton-Taunton Gas .. 
Brooklyn Union Gas .... 
Cascade Nat. Gas 
Central El. & Gas ...... 
Cent. Indiana Gas 
Chattanooga Gas 


ZV 


$2.20Je 
2.17Au 
1.51My 
2.23Je 
1.29De 
2.71Se 
Def.De 
1.58Je 
1.04Je 
.37My 
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5 


DECEMBER 5, 1957 


O000ND000> 
381883833 
AADRAAN 


te 00 
oo 
AXON 
QA 


5 





FINANCIAL:-NEWS AND COMMENT 


11/13/57 Divi- 
i dend 
Rate 


(Continued) 


Gas Service 

Hartford Gas 

Haverhill Gas 

Houston Nat. Gas 
Indiana Gas & Water ... 
Laclede Gas 

Michigan Gas Util 
Miasouth Gas ..4......% 
Minneapolis Gas 

Miss. Valley Gas 

Mobile Gas Service 

New Haven Gas 

New Jersey Nat. Gas .... 
No. Illinois Gas 

North Penn Gas 

Pacific Lighting 

Pioneer Nat. Gas 
Portland Gas & Coke ... 
Portland’ Gas Lt. .....:.é.. 
Providence Gas 

Rio Grande Valley Gas .. 
So. Atlantic Gas 

So. Jersey Gas 

United Gas Impr. ...... 
Wash. Gas Light 

Wash. Nat. Gas 
Western Ky. Gas 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER 


Annual 
Rev. 
(Mill.) 


Communications Companies 
Bell System 


Amer. T. & T. (Cons.) .. 
Bell Tel. of Canada .... 
Cin. & Sub. Bell Tel. .... 
Mountain Sts. T. & T. ... 
New England T. & T. .. 
Pacific T. & T. 

So. New Eng. Tel. ...... 


Averages 


Independents 


Anglo-Canadian Tel. .... 
Briush Gol. Tel. «2.0.5... 
Cant. Inter, Tels .....555: 
Calif. Water & Tel. .... 
Central Telephone 
Commonwealth Tel. 
Florida Telephone 
General Telephone 
Hawaiian Telephone .... 
Inter-Mountain Tel. 
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° Aver. 
Incr. Appros, 
In Sh. Price- Div. Common 
Pay- Stock 
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A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
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(Continued) 


Rochester Tel 
Southeastern Tel. 


Southwestern St. Tel. ae 
Tel. Service of Ohio .... 


United Utilities 


West Goast Tel. ........ 


Western Union Tel. ..... 


Averages 


Transit Companies 
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Baltimore Transit 
Cincinnati Transit 
Dallas Transit 

Fifth Ave. Coach 
Greyhound Corp. 

Los Angeles Trans. .... 
Nat. City Lines 
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Hackensack Water 
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San Jose Water 
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South. Calif. Water . 
W. Va. Water Service .. 
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paid 5 per cent stock 


gust; 

dividend December 1, 1957. (i)—Paid 2 per cent stock dividend December 10, 1957, (j)—Paid 10 per cent 
stock dividend November 21, 1956. (k)—Paid 3 per cent stock dividend December 19, 1956. (1)—Paid 4 per 
cent in stock May 3, 1957. (m)—Paid 10 per cent stock dividend January 2, 1957. (0)—Forty per cent 
stock dividend paid June 14, 1957. (p)—Also 1 per cent stock dividend quarterly. (q)—Paid 10 cents in 
January, 1957. (r)—Includes extras. (s)—Estimate for December 31, 1957. (t)—Also paid 2 per cent 
stock dividend September 30, 1957. (u)—Also will pay 10 per cent stock dividend December 30, 1957. 
(v)—Also will pay 2 per cent stock dividend December 30, 1957. NC—Not comparable. NA—Not avail- 
able. D—Deficit 1951. *On average shares, **1951 was an abnormally bad year. #—Adjusted to eliminate 


24 cents per share of nonrecurring tax savings. 
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What the State Commissioners 
Are Thinking About 


Excerpts and digests from the opinions expressed in 

reports and addresses at the annual convention of the 

National Association of Railroad and Utilities Com- 

missioners in Memphis, Tennessee, from October 28 
to 31, 1957. 


On Regulatory Commissions 


all & regulatory commission is one of 
the most important offices in the 
state of Tennessee and I am sure this holds 
true for the other 47 states. It touches the 
lives and pocketbooks of every man, woman, 
and child, yet about the only time we are 
ever heard of is when we make an unpopular 
decision or become engaged in an internal 
squabble—then we really’ make the head- 
lines, but we seldom do either. Contrary to 
the view held by many people a commis- 
sioner need not be a technical expert on any 
phase of regulation. I am constrained to be- 
lieve that he will make a better commissioner 
if he does not qualify as such. .. . I am also 
concerned over an idea which is still quite 
prevalent in some quarters; that is, that a 
regulatory commission is that of referee 
between the people on one hand and the 
utilities on the other... . I am sure we do 
not have any of them any more but no doubt 
you have heard of commissioners who pro- 
fessed great affection for the dear people 


while at the same time professing deep re- 
sentment and hate for the utilities which 
they regulate. I am sure it is quite clear to 
all of us gathered here that the utilities 
which we regulate are part of the public. 
They have assumed the rdle of citizenship, 
are heavy taxpayers, and are entitled to fair 
and just treatment. It is not always an easy 
matter to determine just when a fair rate 
of return ends and confiscation begins. Cer- 
tainly we do not wish to be understood as 
advocating that the utilities are always en- 
titled to anything they request at the hands 
of the commission. I have said many times, 
both personally and officially and from the 
bench, that when properly understood and 
evaluated the interests of the utilities and 
the general public are not in serious con- 
flict.” 


—Joun C. Hammer, 
Retiring president, National Association 
of Railroad and Utilities Commissioners. 
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On Public Utility Rate Trends 


coVW/® find that new inflation is causing 
and will continue to cause a new 
series of rate increases. At the end of 1956 
application for electric rate increases 
amounted to $35.1 million, over three times 
the amount pending at the end of 1955. Ap- 
plications for retail gas rate increases of 
$42.2 million were pending at the end of 
1956 which was $17 million more than were 
pending at the end of 1955. At the end of 
1956 approximately $136.7 million of tele- 
phone rate increases were pending. .. . 

“Renewed inflation and the increased cost 
of money revive the necessity of adopting 
a forward-looking view in the fixing of 
utility rates. . . . Regulatory methods have 
of necessity been ‘backward looking’ rather 
than anticipatory or forward looking in 
technique. This is easily understandable 
since the necessity for firm justification of 
the rates requires firm basic data. However, 
your committee feels that in view of the 
above recent economic changes, ‘backward- 
looking’ methods must, to the extent possi- 
ble, be co-ordinated with principles founded 
upon anticipatory views. 

“As previously brought out, the renewed 
impact of inflation on operating costs, 
coupled with the increased cost of new capi- 
tal, will most certainly exert a double pres- 
sure for upward revision of utility rates. 
This is especially true in the case of a 
utility that is faced with the problem of 
major plant expansion to meet increasing 
service demands. 

“Lacking any offset, earnings adequate 
today under today’s level of utility rates 
will inevitably become inadequate tomorrow. 
Moreover, this appears to be a continuing 
problem throughout the coming years. 

“There are, however, a number of factors 
which hold forth some promise of at least 
mitigating this upward pressure on utility 
rate levels over the long pull. Success in this 
respect hinges on the manner in which 
utility operations are conducted. Funda- 
mentally, it is a question as to whether a 
utility management functions with the long- 


e 


term view in mind, or must tailor the pat- 
tern to accomplish short-term results. 

“For example, if utility plant is con- 
structed on a wholesale and stabilized basis, 
with the ultimate usage as the determining 
factor, utility service can be produced over 
the life of such plant at a cost lower than 
would be required if the plant were con- 
structed on a piecemeal, start-stop basis. 

“However, such a program, which has 
favorable long-range cost implications for 
the utility customer, involves the utility 
itself in higher initial capital commitment, 
together with its depressing effect on current 
earnings, and the assumption of a longer- 
term risk. 

“In the utility operating field there are 
similar possibilities. Expanded research and 
long-range employee training may well pro- 
duce increased efficiencies in the future 
years, even though expenditure for such 
purposes today results only in reducing cur- 
rent earnings. 

“With some margin in current earnings, 
utility management can safely adopt these 
programs which operate for the long pull— 
the programs which promise in the long run 
to provide some offset to the continuing 
upward pressure on utility rates. However, 
if a utility management considers that earn- 
ings are already at an inadequate level, it 
will be apt to adopt only the short-term pro- 
grams which minimize or eliminate risk and 
the immediate impact on earnings. 

“Recognition of this particular function 
performed by adequate earnings is some- 
what new to the field of regulated utilities. 
In unregulated industry it has long been 
apparent that the management of those com- 
panies whose earnings have afforded them 
the opportunity to operate for the long pull 
are producing, on a quality-price balance, 
the goods that the consumer prefers. It may 
be that commission consideration of those 
factors should enter into utility rate fixing.” 

—Report of the Committee on Rates of 

Public Utilities, Paul E. Weiland of 
Ohio, chairman. 


On the High Cost of Money 


oo & outstanding development in the 
field of corporate finance since the 
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has been the accelerated increase in the cost 
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of money. Recent cost levels, particularly 
with respect to interest rates, have been 
higher than any since the early 1930's. For 
example, the average yield on Moody’s Aaa 
public utility bonds rose from 3.17 per cent 
in December, 1955, to 3.89 per cent in June, 
1957. Also, the rise in interest rates over the 
said 18-month period has been sharper than 
in any comparable period since before the 
turn of the century. Two of the immediate 
causes of the increases in interest rates are 
(1) the high demand for new money for 
expansion by industry and (2) the anti- 
inflation policy of the Federal Reserve 
Board. 

“During 1956, the demand for new capital 
continued unabated. In that year corporate 
financing set a new record at $10.9 billion— 
a 7 per cent increase over the previous high 
record attained in 1955. Over-all financing 
plans for 1957 continue at record levels. 
Preliminary figures for the first half of 1957 
indicate that corporate issues aggregated $6.5 
billion, or about one-third more than the $5 
billion offered during the corresponding 
period in 1956. 

“The pressure for new capital reflects the 
tremendous demand for funds to finance 
plant and equipment outlays. In 1956, ex- 
penditures for new plant and equipment 
reached a record high of $35.1 billion. Latest 
available estimates by the Securities and 
Exchange Commission and Department of 
Commerce indicate that expenditures during 
the first nine months of 1957 will be about 
9 per cent above the corresponding period 
of the previous year. 

“In addition to business expansion, mount- 
ing government expenditures plus record 
level consumer spending created pressures 
on the capital market. These pressures for 
funds, coupled with the Federal Reserve 
Board’s policy of controlling the expansion 
of credit within the limits of growth in re- 
sources to break inflationary tendencies, 
made the rise in interest rates inevitable. 
The ‘prime’ short-term interest rate is now 
at 4 per cent—the highest it has been since 
1933. Accompanying the rise in the nominal 
rate paid for short-term loans, the actual 
costs of such funds have increased even 
more through the banks’ requirements for 
borrowers to maintain larger bank balances 
and the downgrading of borrowers into 
lower-quality classes. 


“In trying to evaluate the impact of tight 
money on corporate financing, published 
yield averages commonly used understate 
substantially what has actually happened in 
connection with interest rates. Since these 
yield averages are based on seasoned issues, 
and because of the wide spread in recent 
months between new and seasoned issues, 
the true situation is only reflected in the 
market for new issues. Moody’s yields on 
newly issued corporate bonds show that the 
average yield on new Aaa corporate bonds 
rose from 3.15 per cent in January, 1956, 
to 4.77 per cent in June, 1957—a 51 per cent 
increase. During the same period, the yield 
on new A issues increased 67 per cent— 
from 3.26 per cent to 5.44 per cent... . 


¢C VN addition to the current high interest 
rates, utility borrowers have also had 
to make other concessions in order to keep 
the cost of new issues as low (relatively) as 
possible. Companies have sweetened the 
terms of offerings by making the bonds non- 
callable for refunding for a specified period 
of -time—usually five years—and by fixing 
the initial call price at par plus, at least one 
year’s interest. Statistical financing records 
indicate that bonds with these features have 
been well received in the market. Limiting 
the call privilege and increasing the call 
premiums does, however, create a problem 
for management. The question that has to be 
decided is whether to obtain the immediate 
dollar savings in interest costs which might 
result from such features or to be able to 
control future financing by being able to 
refund when and if interest rates decline. 

“The increased cost of debt may result in 
less pressure on public utilities to solve 
their earnings problems by unduly increas- 
ing the debt in their capital structures. As 
this committee’s report stated in 1955 and 
reiterated in 1956: ‘An increase in debt 
ratio carries with it the hazards of deteriora- 
tion of the quality of securities and refund- 
ing problems.’ 

“Not only have interest costs on debt 
obligations increased, but costs of preferred 
stock have increased as well. Transconti- 
nental Gas Pipe Line issued $10 million of 
preferred stock in April, 1957, at a net cost 
to the company of 6.17 per cent. In June, 
1957, Texas Eastern Transmission had to 
pay 5.95 per cent for a $20 million issue. 
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“The rapid rises in the cost of debt and of 
preferred stock capital have brought in 
sharper focus the inadequacy of earnings- 
price and dividend-price ratios as measures 
of the cost of common stock equity. In 
many instances such ratics are lower than 
the yield on high-grade bonds. Certainly it 
is unreasonable to believe that junior equity 
capital, bearing the risks of business, is 
cheaper than the capital represented by 
senior obligations. This matter was con- 
sidered at some length at the San Francisco 
convention during a panel discussion on the 
cost of capital as related to rate of re- 
turn. At that time it was pointed out that 
low earnings-price and dividend-price ratios 
are meaningless as a measure of investor 
expectations. It was also brought out during 
the same discussion that one commission 
had practically rejected the earnings-price 
ratios and instead had considered such fac- 
tors as general interest conditions, earnings 
enjoyed by other companies somewhat com- 
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parable to the one under review, attraction 
of capital, and the return earned on the 
common stock equity. 

“While the increase in the cost of debt 
and preferred stock equity money in the past 
is comparatively easy to measure and has 
been considered by many commissions in 
arriving at a fair rate of return, the diffi- 
culties of measuring the cost of common 
stock equity raises the question as to 
whether or not the use of this method as a 
measure in determining fair rate of return 
should be reconsidered. It has been sug- 
gested that it might be more desirable to 
place less reliance on the so-called ‘cost of 
money’ for common stock equity and more 
on such factors as earnings of unregulated 
industries with comparable risks and the 
expansion needs of the utility in deter- 
mining a fair rate of return.” 

—Report of the Committee on Corporate 

Finance, Francis T. Mylott of New 
York, chairman, 


On Service and Facilities 


“. . it is very apparent that all four 
of the utility industries in varying degrees 
have in recent years made tremendous 
strides in the expansion of their services 
and facilities with what this committee 
thinks is justifiable pride. However, with 
all this, there still remains much to be ac- 
complished because many commissions still 
receive too many complaints and _ these 
utility industries must ever strive for per- 
fection in this regard. Thus, this committee 
is of the opinion that utility management 
must guard against complacency and mini- 
mize valid complaints wherever possible. It 
is to be noted that the gas utilities have yet 


e 


to find a safe and economically feasible way 
in which to serve trailer courts. Also, it 
seems that the telephone industry continues 
to have many valid complaints which this 
committee thinks could be eliminated. 

“This committee notes that the improve- 

ment in safety programs is most creditable 
and it is hoped that this improvement will 
continue to advance as rapidly in the future 
as it has of recent years.” 

—Report of the Committee on Service 
and Facilities and Safety of Operation 
of Public Utilities, Richard J. Luman of 

Wyoming, chairman. 


On the Separations Manual 


¥ 4 HE principal accomplishment of 

your committee during the past year 
has been the rewriting of the Separations 
Manual. Following the directive of the 1956 
convention the staff committee has drafted a 
revised manual which incorporates all the 
changes since its last revision, and embodies 
such other changes required to reflect the 
latest operating conditions and regulatory 
requirements. . . . 
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“Representatives of the United States 
Independent Telephone Association and the 
Bell system took an active part in the meet- 
ings and technical discussions of the task 
force. While these industry representatives 
had no vote in the decisions regarding the 
actual content of the manual, they did render 
invaluable assistance in making the detailed 
studies necessarily required by an under- 
standing of this nature. The result of this 
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close co-operation between industry and 
regulatory personnel is that your manual 
now contains specific procedures which can 
be applied to both the independent industry 
and the Bell system... . 

“As pointed out in the staff committee 
report, there still exist certain areas which 
require further study and_ consideration. 
One such area is the application of the 
actual use principle of separations in 
instances where substantial seasonal factors 
are present. Your committee recommends 
that the needed additional studies be under- 


taken and further consideration be given to 
clarifying the manual in this respect. As 
recommended by the staff committee, your 
committee believes it is also desirable to 
study the feasibility and desirability of in- 
cluding in the manual methods of developing 
allocation factors and to consider other 
basic separations procedures.” 

—Report of the Special Committee Co- 
operating with the Federal Communi- 
cations Commission in Studies of 
Telephone Regulatory Problems, Matt 
L. McWhorter of Georgia, chairman. 


On Accounting Revision 


ad ¥- committee has . . . completed 
its work on the water and gas sys- 
tems of accounts. Under date of May 8, 
1957, a report was made to the executive 
committee outlining the need for the 
changes which were incorporated in the re- 
vised gas and water systems and comparing 
the accounts in the revised systems with 
those presently effective. 

“It was pointed out that the present 
NARUC water system of accounts is rather 
obsolete and needs a number of technical 
improvements and also a number of changes 
in order to permit better co-ordination with 
the electric and gas systems. Further, there 
are no NARUC class C or class D water 
systems of accounts and there are thousands 
of small water utilities that need a properly 
designed accounting system for their opera- 
tions. American Waterworks Association, 
which has participated in the formulation 
of the revised water systems through an 
appropriate committee, is quite desirous 
that the revised water accounting system be 
recommended by the NARUC. 

“The present NARUC gas system was 
issued in 1937. At that time the principal 
source of supply was manufactured gas, 
chiefly by coal gas or water gas processes 
and substantial portions of the 1937 


NARUC System of Accounts dealt with 
manufactured gas operations. Today, there 
are very few such operations in the United 
States. 

“The growth in natural gas operations 
has made the 1937 gas system of a¢ counts 
obsolete in a number of respects. sor ex- 
ample, the system has no accounts for 
underground storage operations. The Fed- 
eral Power Commission, which originally 
adopted the NARUC system, has had to 
amend it a number of times. The result is 
that the present NARUC system is not 
suitable for the purposes of the industry 
nor for commission accounting purposes 
and does not permit co-ordination with the 
present FPC system. 

“In the event the revised gas system is 
recommended by the association, we have 
been informed by the staff of FPC that, to 
the minor extent the revised gas system 
differs from the present FPC system, the 
staff will recommend that the FPC accept 
such revisions and, accordingly, there will 
be complete uniformity between the gas 
system of accounts recommended by 
NARUC and that issued by FPC.” 

—Report of the Committee on Accounts 

and Statistics, Asel R. Colbert of Wis- 
consin, chairman. 


On Accelerated Depreciation 


4 A SURVEY was made to ascertain the 

method the various commissions 
have prescribed for the recording of de- 
ferred federal income taxes in connection 


with liberalized depreciation under the pro- 
visions of § 167 of the Internal Revenue 
Code of 1954. Those reporting fall into 
four classifications. 
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“One, those who treat the deferred in- 
come taxes as a tax saving and require the 
utilities to report only those taxes which 
are payable currently as an expense. The 
second group are those where the commis- 
sion prescribes recording the accumulation 
in restricted surplus. The third group, which 
appears to be by far the largest, prescribes 
that the tax deferral accumulated should 
be recorded in a special reserve. The fourth 
group has established no policy in connec- 
tion with the treatment of deferred income 
taxes. 

“This is due to the fact that, in most 
instances, no utilities in these states have 
taken advantage of the liberalized deprecia- 
tion program. 

“In some instances the commissions have 
not established a definite policy but indi- 
cated how they treated accelerated deprecia- 
tion and income tax deferral therefrom in 
recent rate cases which we have taken to 
reflect commission policy.” 


Tax Saving and Expenses Reduced 
Connecticut Pennsylvania 
New Hampshire Tennessee 
North Carolina Delaware 


Tax Deferred Credited to Restricted Surplus 
Colorado New Mexico 
Florida North Dakota 
Indiana Virginia 
Iowa Wyoming 
New Jersey Maryland 


Tax Deferred Credited to a Special Reserve 
Arkansas Missouri 
Georgia Nebraska 
Idaho Nevada 
Illinois New Jersey 
Kansas New Mexico 
Louisiana North Dakota 
Massachusetts Ohio 
Michigan South Carolina 


No Policy on Deferred Taxes 
Arizona South Dakota 
Mississippi Utah 
New York Washington 
Oregon Vermont 


—Report of the Committee on Valuation, 
Alan S. Boyd of Florida, chairman. 


On Salvage and Cost of Removal 


4 Beige price levels and particu- 
larly the erratic movement of the 
price of nonferrous metals and persistent up- 
ward movement of wage rates have had a 
pronounced effect on cost of removal and 
salvage as percentages of book cost of plant 
retired. 

“These trends are perhaps most significant 
in connection with pole lines where the cost 
of removing and disposing of poles is 
substantial, with gas mains where the 
removal is often required by local ordi- 
nance even though the pipe may have no 
salvage value, and with cable and copper 
wire for which a large part of the plant 
cost is represented by recoverable metals; 
that is, copper and lead. 

“Before the war, in spite of the upward 
trend in wage levels, removal costs in per 
cent of average original cost of plant re- 
tired, were reasonably steady. Since the 
war, however, removal costs in general be- 
gan to rise due perhaps to wage levels 
which have continued to go up. Yet the 
percentage relation between cost of removal 
and original cost of plant retired does not 
appear to have followed the wage trend, but 
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has fluctuated considerably. This suggests 
that cost of removal in actual dollar amounts 
and in per cent of the cost of plant retired 
must depend not solely on wages, but on 
such other factors as the performance or 
efficiency of labor, labor-saving devices 
used, size of the job, season of the year 
in which job was done, etc. 

“The salvage on cable and wire has been 
at a high level ever since the war, but it has 
fluctuated both up and down. This is not 
surprising in view of the high and unstable 
prices of copper and lead during the last 
ten years. 

“One of the fundamental problems in re- 
gard to the determination of net salvage 
percentages to be used for the development 
of depreciation rates is the difficulty of esti- 
mating future gross salvage and future cost 
of removal. Whether we consider the fore- 
casting of the future level of copper prices 
which have fluctuated so widely in the past, 
or the cost of removal which has also fluctu- 
ated but has shown an upward trend, such 
forecasts become very difficult to make. 
Particularly is it difficult when it is recog- 
nized that some of the present plant for 
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which a depreciation rate is to be developed 
may not be removed for fifty years. 

“One way of overcoming this difficulty 
would be to consider salvage as income, 
when realized, and cost of removal as ex- 
pense, when incurred, thus eliminating them 
as factors underlying depreciation rates. 


ad new problems attendant on the 
advent of nuclear power have so 
many ramifications that many state agencies 
will be affected; therefore, if a workable 
program is to be attained very close co- 
operation by the affected agencies will be 
necessary. Many agencies in all our states 
are presently or will in the future be in- 
terested in varying aspects of nuclear energy 
development. .. . 

“As the problems develop, there will 
probably be still other state agencies in- 
volved. It appears obvious that with so 
many agencies having some interest in a 
common subject, effective co-ordination will 
be essential. Without some method of co- 
ordinating the activities of the various 
agencies, particularly those concerning pro- 
tective measures ‘against radiation hazards, 
regulations in conflict with one another 
might be promulgated and much confusion 
could result. 

“It is also our understanding that the 
Atomic Energy Commission may, under the 
powers of the 1954 act and with the consent 
of the states, employ the services of the 
states to enforce and carry out its regula- 
tions covering certain matters within the 
area of its jurisdiction, providing the state 
is organized so as to enable the Atomic 
Energy Commission to deal with one cen- 
tralized or co-ordinated state agency. 

“The Atomic Energy Commission is also 
interested in training a reasonable number 
of key state employees in some fields of 
inspection work; but again, the representa- 
tives of the AEC, appearing at a recent 
meeting called by the Council of State 
Governments, indicated that it would be 
advisable to work through one central office 
in each of the various states. 

“It would thus seem that the best method 
of initiating a co-ordinated program would 
be the creation of a department to co-ordi- 


ed 
On Atomic Energy Regulation 


This contrasts with the concept presently 
governing the accounting of many utilities 
that depreciation expense should reflect the 
amortization of original cost less net salvage 
over the life of the property.” 
—Report of Committee on Depreciation, 
P.M. Schuchart of Florida, chairman. 


nate all matters relating to nuclear energy. 
However, since in most states we already 
have numerous boards, commissions, or 
bureaus, and money to operate the present 
agencies is not too plentiful, it would ap- 
pear that the head of one of the existing 
agencies could be designated as Co-ordina- 
tor for Nuclear Energy by executive order, 
making the person so designated responsible 
to the governor and requiring the other 
agencies to co-operate to the fullest ex- 
tent with the co-ordinator. The co-ordina- 
tor would have the duty of co-ordinating 
the studies, recommendations, regulations, 
and proposals of the several agencies of the 
state with each other. And, so far as may be 
practicable, he should co-ordinate the studies 
conducted, and the recommendations and 
proposals made in his state, with like activi- 
ties in other states, and with the policies 
and regulations of the AEC. 

“This method of achieving the essential 
co-ordination could serve only as the start- 
ing point for the program, since it is to be 
presumed that the person designated as co- 
ordinator would already be a busy person 
who could carry the additional duties only 
during the initial stages of nuclear power 
development. Each state, as nuclear power 
plants are erected, or sources of nuclear 
fuels developed, or transportation or radio- 
active materials become substantial within 
its boundaries, is likely to require the serv- 
ices of a full-time co-ordinator with an 
adequate staff of experts. The alternative 
to effective co-ordination might well be 
chaos which would seriously retard de- 
velopment in this important field. 

“Compatibility between the policies and 
regulations of neighboring states is also 
highly desirable. Inadequate safeguards, 
leading to pollution of air or water in one 
state could jeopardize the welfare of the 
residents of adjoining states. Competition 
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between the states to attract atomic plants 
might lead to laxity in rules essential for 
the protection of the public; or, on the other 
hand, the adoption by some states of a policy 
of discouragement of development within 
their borders, to let other states bear the 
costs and hazards of the experimental 
period, could delay the coming of the atomic 
age and have an adverse effect on the na- 
tional economy. 

“Interstate co-operation, where there is 
a conflict of state interests, has never been 
easy to achieve. Any attempt to set up legal 
machinery to compel it would meet with 
understandable opposition from the states 
determined to preserve their autonomy and 
sovereignty. But competitive rivalry be- 
tween the states in connection with the de- 
velopment of nuclear power might well 
have such unfortunate consequences as to 
justify the federal government, if such 
consequences began to manifest themselves, 
in pre-empting authority over the entire 
field. If nuclear power is to be the dominant 
factor in our future economy, such pre- 
emption would have far-reaching conse- 
quences ; consequences highly distasteful to 
those who, like most members of this 
association, believe that the authority of 
the states should be maintained. 

“There is a simple solution to the prob- 
lem here presented, if it can be achieved. 
If the regulatory commissions and other 
agencies of the several states, each acting 
independently, arrive at policies and rules 
that are in harmony with those of the 
other states, the necessary compatability 
can be attained with no encroachment on 
state autonomy. Your committee believes 
that the association should set as one of its 
primary goals the achievement of harmony 
between the states by voluntary and inde- 
pendent, but consistent, action by its mem- 


CON the early stages of nuclear develop- 

ment it is quite normal for us to antici- 
pate continuing changes in the licensing, 
operating standards, and enforcement tech- 
niques. It appears that the federal govern- 
ment, under present policy, must assume the 
initial responsibility for the development of 
basic regulations and will continue to en- 
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ber commissions. It is the hope of your com- 
mittee that it may, as the problems unfold, 
and with the co-operation of the commis- 
sions that are experiencing them, make 
recommendations that will have such merit 
as to commend themselves for widespread 
adoption. We know of no more useful 
service that any association committee could 
perform. 

“In the opinion of your committee, the 
achievement of the objective of harmony 
between the states in this field will provide 
the best assurance of the maintenance of 
state authority. Until 1954, nuclear de- 
velopments were, almost of necessity for 
security reasons, within the exclusive juris- 
diction of the federal government. Now that 
this initial monopoly has been relaxed, the 
federal government still owns the nuclear 
fuel, has most of the ‘know-how,’ and does 
almost all of the licensing and regulating. 
It might continue in exclusive possession of 
the field; but it has evidenced an intention 
not to do so. That intention may be in- 
terpreted as tentative only. If and as the 
states demonstrate a willingness and capacity 
to take over and discharge the responsibility 
it will apparently be relinquished to them. 
No doubt all state action, at the outset, will 
have to be consistent with the federal policy, 
rules, and regulations. As the states develop 
their own controls, they may properly insist 
that federal control be progressively elimi- 
nated to the extent that the compulsions 
of national security permit. The future po- 
sition and vitality of the states in our gov- 
ernmental framework may well depend on 
their prompt readiness to perform their 
proper functions in this important field.” 


—Report of the Committee on Nuclear 
Energy in the Electric Industry, Ray 
E. Untereiner of California, chairman. 


large and redefine the scope of such regu- 
lations. However, as the peacetime use of 
nuclear energy develops, more and more of 
the regulatory responsibility will shift to 
the several states... . 

“Many questions come to mind in connec- 
tion with the problem of state licensing and 
unfortunately at the moment, not many 
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answers are available. Development of this 
phase is new in the regulatory field and must 
necessarily evolve with the development of 
the industry. Some of these questions which 
present themselves are: 


“1. Do the various states have the legal 
authority to license? 

“2. What activity, if any, should be li- 
censed at the state level? 

“3. For what period of time should the 
license be issued ? 

“4. What should be the cost of such li- 
cense to the licensee? 

“5. Should the license be issued for 
control or for revenue? 

“6. Shall the various states concern 
themselves with the issuance of licenses 
and operating permits or leave the entire 
matter to the federal government? 


“At present, it would appear that since 
the AEC has provided so adequately for 
licensing, that duplication by the states 
would be unwarranted. However, in the 
meantime, the state regulatory agencies 
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will do well to maintain a position a few 
jumps ahead of the problems as they un- 
fold with the actual development of the 
peacetime use of the atom. Special atten- 
tion should be directed to the activities now 
licensed by the federal government and 
thought should be given to the feasibility 
of registration with the states of these fed- 
eral licenses. The information to be gained 
would be useful to various state depart- 
ments and political subdivisions and would 
provide them, at minimum cost, with a full 
disclosure of all atomic energy operations 
within their jurisdiction. Registration of 
federal licenses would also be more eco- 
nomical for the operators than a separate 
state licensing procedure. This procedure 
would have the advantage of continually 
keeping the various states appraised of the 
changes in developments in the field and 
would better enable the states to accept the 
licensing responsibility that will inevitably 
be theirs.” 
—Ratpu A. WINTER, 
Member, Ohio Public Utilities Commis- 
sion. 


On Airline Regulation 


66 Ov of the major problems facing the 

[Civil Aeronautics] Board today is 
the orderly transition of the air transporta- 
tion industry from the piston engine to the 
jet age. In considerably less than two years, 
jet transportation will be a commercial 
reality. In a couple of years these fantastic 
craft will span the continent on regular 
schedules in less than five hours, compared 
with today’s eight and a half—they will 
span the ocean, New York to London, in 
less than six hours, compared with today’s 
11-hour trip. 

“Certainly all of this is new, certainly it 
is remarkable. The impact on the industry 
will be tremendous: tremendous in terms of 
the industry’s need for new capital; tre- 
mendous in terms of its impact on our pres- 
ent piston-engine route system; tremendous 
in terms of its impact on the airport termi- 
nal; indeed on the habits of the American 
people. 

“However unique this technological ad- 
vance may be, it is basically no different 


from the advance of the communication in- 
dustry from radio into TV. It is no differ- 
ent from the advance of the power industry 
to atomic energy. Relatively, the basic prob- 
lem is little different from a local transit 
company’s change from streetcars to 
buses. . . 

“Nowhere are our common interests, our 
common problems, and some of the signifi- 
cant trends in current aviation regulation 
better focused than in the local service area 
proceedings now pending before the 
board. ... 

“One of the most interesting aspects of 
the local service picture has been the marked 
increase in the awareness of city and area 
civic groups in the forum that these pro- 
ceedings give them to make their cases for 
improved air service. Civil intervention has 
always been recognized by the board as a 
vital parts of its fact-finding process.” 


—JameEs R. DurFEee, 
Chairman, Civil Aeronautics Board. 
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BPA Keeps Power Rate 


— plieatdenage Power ADMINISTRATION’S 
historic $17.50 per kilowatt-year 
wholesale rate is good for at least two 
more years. Extension of the rate on which 
BPA started delivery of the first power 
from Bonneville dam to December 20, 
1959, was announced last month by Ad- 
ministrator William A. Pearl following ap- 
proval by Secretary of Interior Fred 
Seaton. 


The March of 
Events 


Pearl said a review of power revenues 
and a forecast of amounts needed to re- 
pay federal investment in the dams in the 
federal system indicate the basic rate can 
be retained until the end of 1959 despite 
higher costs of new generation being 
added. 

The wholesale rate applies to 114 cus- 
tomers, including 18 industries, 76 public- 
ly owned utilities, 9 privately owned utili- 
ties, and 11 federal agencies. 


California 


PG&E Files Second 
Amendment 


A SECOND amendment to an existing 
application for increased gas rates 
was filed with the state public utilities com- 
mission last month by Pacific Gas and 
Electric Company. 

The amendment has three principal fea- 
tures : First, as a result of the commission’s 
September 24th interim decision, increases 
in rates have been proposed for all classes 
of customers instead of only for interrup- 
tibles (industrials) as PG&E originally 


had proposed. Second, it asks for an in- 
crease to 6.8 per cent in the company’s 
authorized rate of return from gas opera- 
tions. Third, it aims at simplifying PG&E 
rate schedules. The company pointed out 
that the greatly increased prices it must 
pay for gas, labor, materials, and equip- 
ment necessitate the increased revenue it 
is requesting. 

PG&E filed the application originally 
December 17, 1956, to restore the declin- 
ing rate of return caused by the increased 
costs of doing business. 


Kansas 


Gas Rate Boost Approved 
A RATE increase of $1.1 million annual- 
ly for the Gas Service Company was 
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authorized recently by the state corpora- 
tion commission, effective on November 
12th. 
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The increase will amount to an average 
of 334 cents a month on bills of domestic 
consumers. It provides for an increase in the 
minimum rate on the first thousand cubic 
feet of gas to domestic consumers from 
$1 to $1.25, and an additional one cent 


on each additional thousand cubic feet. 

The rate boost affects more than 280,- 
000 customers in 150 Kansas communi- 
ties, including Kansas City, Kansas, 
Northeast Johnson county, Topeka, 
Hutchinson, and Wichita. 


Missouri 


Court Declines to Rule on 
King-Thompson Act 


§ bes state supreme court last month de- 
clined to pass on the constitutionality 
of the state’s King-Thompson public utili- 
ty no-strike law, in a case involving a mu- 
nicipally owned public utility in Spring- 
field. 

It said the law was not applicable to 
such a utility. 

The court held the state board of media- 
tion, which administers the no-strike law, 
had no jurisdiction in municipalities in 
which there “is no separation of munici- 
pally owned public utilities’ from other 
city functions, so labor relations ‘“‘could be 


handled on a basis similar to private in- 
dustry.” 

Springfield owns a municipal electrical 
plant and a bus system, and has an ap- 
pointive poard of public utilities. The 
charter provides for a council-manager 
government and vests all powers of the 
city in an elective council. 

Judge Laurance M. Hyde, who wrote 
the opinion, held that under the special 
charter of Springfield “the whole matter 
of qualifications, tenure, compensation, 
and working conditions in the city’s public 
utilities involves the use of the city’s legis- 
lative powers, so these matters cannot 
become a matter of bargaining and con- 
tract.” 


Nebraska 


Power “Rules” Made 


Yew Ground Rules Power Committee, 
composed of representatives from 
Nebraska Public Power System, Consum- 
ers Public Power District, rural electric 
companies, and three municipalities, re- 
cently drew up a list of five recommenda- 
tions to be considered by the board of di- 
rectors of the power groups represented. 

Ray J. Lowrey of Oak, committee 
chairman, said : “There is no doubt in my 
mind that these recommendations will iron 
out power problems in Nebraska.”’ The 
recommendations are as follows: 

1. That no duplicating transmission 
lines be built where service is adequate. 

2. Normally new customers should be 
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served by the agency that can do the job 
most economically except under extenuat- 
ing circumstances. 

3. If such agreement cannot be formu- 
lated by the parties concerned, it will be 
referred to an arbitration committee con- 
sisting of one representative from each 
group concerned and a third party agree- 
able to the groups involved. 

4, There should be no cutting customers 
back and forth from one district to an- 
other due to dissatisfaction, grievances, 
etc. Specifically, this means power short- 
ages, arguments about bills, or credit. 

5. The purpose of the ground rules is to 
give the customers better service and not 
penalize them. 
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New York 


Withdraws from FPC 
Hearings 


— city of Niagara Falls last month 
voted to withdraw from the Federal 
Power Commission hearings on the 


controversial Niagara power project. 
The 3-to-2 vote for withdrawal at a city 
council meeting in effect told the New 
York State Power Authority to go ahead 
with its plans for construction of the giant 


-multimillion-dollar project. 


Washington 


PUD to Build Project 
ees Douglas County Public Utilities 


District will “go ahead as previously . 


planned” with work on the propdsed Wells 
dam, William T. Nordeen, PUD manager, 
said recently. The future of the dam was 
recently reported as being in doubt because 
of Kaiser Aluminum & Chemical Corpo- 
ration’s decision to withdraw as a partner 
in the development. Kaiser officials had in- 
dicated they felt the project was feasible 
for use by utilities, but would have too 
high a power cost for aluminum produc- 
tion. 

In another development, the Douglas 
PUD allowed time to run out on its legal 
action against the Chelan PUD over en- 
croachment on Wells dam. This means the 
lawsuit seeking 45,000 kilowatts for Doug- 
las PUD because of encroachment on the 
proposed Wells dam from the Rocky 
Reach pool has been dropped. The two 
PUD’s now have an agreement whereby 
Douglas PUD has an option to buy 63 per 
cent of the Rocky Reach power at cost. 


Bus Line Asks Boost 


pera increases in both adult and 
student fares were requested by Spo- 
kane City Lines last month in a petition 
to the state public service commission. The 
city of Spokane immediately served notice 
it “will unalterably oppose any raise in 
bus fares here.” The company asked that 
the new schedule go into effect December 
13th, but the commission chairman said 
the increase would be suspended pending 
a hearing. 

The requested increases were for a 20- 
cent cash fare or three tokens for 50 cents 
for adults and 15 cents cash or two tokens 
for 25 cents for students. Present adult 
fare is 15 cents and for students it is 10 
cents or five tokens for 30 cents. Only the 
present 10-cent cash fare for children un- 
der twelve would be unchanged. 

A company spokesman said: “Our cost 
problem is such that we either have to cut 
service or increase fares. We feel that the 
public would rather support a fare in- 
crease.” 


West Virginia 


Gas Company Raises Rates 


parma of the Manufacturers Light 
& Heat Company in the northern 


panhandle area are paying 14 per cent 
more for their gas, it was reported recent- 
ly. 

The company placed a $1,315,000 rate 
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increase into effect pending a decision by 
the state public service commission on its 
application for higher rates. If the com- 
mission refuses to allow the increase, or 
permits a lower one, customers will be 
given refunds. Further hearings on the 
rate increase will not be held until Janu- 
ary. 





Progress 
of 


Regulation 





Trends and Topics 


Selection of Route for Electric Line 


_ right of the federal government or a state to take the property of 
an individual for a public use is well established in law. This sovereign 
authority may also be delegated to public utility companies. Exercise of the 
power of eminent domain is limited; the use for which property is to be taken 
must be for the benefit of the general public and compensation must be made. 
While decisions in condemnation proceedings do not ordinarily come within 
the scope of commission regulation, in some states commission authority ex- 
tends, to some degree, to this branch of the law. Some commissions are re- 
quired by statute to decide what property should be taken, or to determine a 
proper route for a public utility line. Private interference with the construction 
of such a line would prevent the carrying out of the public purpose. 


Company's Responsibility for Route Selection 


Pennsylvania courts have ruled that the selection of a route for transmission 
lines is a matter for the public utility in the first instance; and unless it is 
shown that it proposes to exercise the powers conferred upon it wantonly or 
capriciously, the law does not intend that the commission should withhold its 
approval merely because another route might have been adopted which would 
damage the owners less or lessen the inconvenience to them. This rule, stated 
by the superior court in upholding a commission order authorizing a power 
company to construct a line (7 PUR3d 173), was quoted with approval by the 
Pennsylvania supreme court in the recent decision reported in 20 PUR3d 56. 

In this case property owners had agreed among themselves not to convey 
property to the Philadelphia Electric Company and they sought an injunction 
to prevent one of the property owners from selling land to be used for a trans- 
mission line. The route had been selected by the company and there was no 
showing that it proposed to exercise the power of eminent domain wantonly 
or capriciously. The court said that under those circumstances the law did 
not intend that the commission should withhold its approval merely because 
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another route might have been adopted. The commission’s approval had been 
the subject of litigation in several other cases coming before the Pennsylvania 
superior court, and in all of them the decision had been reached that the trans- 
mission line was necessary for the service of the public (12 PUR3d 477, 15 
PUR3d 28, 17 PUR3d 370). 

The public need for public utility plant construction has also been held to 
be superior to the purposes for which local zoning restrictions are imposed. 
This subject is discussed in Pusiic UTILITIES ForTNIGHTLY, June 7, 1956, 
at page 865. 

Conduits between Curb and Building Lines 


The New Jersey board, several years ago, approved a proposal by the 
Atlantic City Electric Company to condemn property between curb lines and 
building lines of a city street instead of installing underground conduits under 
the pavement. The public interest, said the commission, required that as many 
overhead wires and poles as possible be removed from the streets and that 
they be placed underground. The testimony indicated that it would be far 
more expensive and less practical to install the necessary conduits and man- 
holes between the curb lines; it would be more practical to install them between 
the curb lines and the building lines underneath the sidewalks (PUR1931C 61). 





Review of Current Cases 


Net Investment, Cost of Capital, Cost Allocations, and 
Expenses Considered in Telephone Rate Case 


i ev Michigan commission granted the intrastate business for the purpose of fix- 
Michigan Bell Telephone Company a ing intrastate rates, the commission fol- 
rate increase of $2,835,000. The new lowed the NARUC Separations Manual, 
rates were calculated to yield a return of as modified, and based its findings upon 
6.60 per cent upon a net plant investment average results during the test period. 
rate base. The company had requested a The commission’s staff had suggested 
rate boost of $12.5 million. that the factors developed during the peak 

In considering the return requirement, vacation month of August (when toll 
the commission adopted a hypothetical usage is the highest) would be more ap- 
debt ratio of 40 per cent rather than the propriate. The latter method would give 
actual Bell system debt ratio of about recognition to the fact that plant is pro- 
334 per cent as proposed by the company. vided to meet peak load demands, not 
The company’s actual debt ratio was about average loads. 


21 t. 
ouibuog Rate Base 


Separations Procedures The commission found the rate base to 


In allocating the company’s plant, reve- be the actual investment in providing in- 
nues, and expenses between interstate and trastate service. This consisted of intra- 
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state plant in service, less the depreciation 
reserve, plus plant under construction and 
property held for future use. 

No separate allowance was deemed 
necessary for working capital or materials 
and supplies since advance payments for 
service, and wages, salaries, and taxes ac- 
crued but not paid provided funds more 
than ample for these purposes. 


Operating Expenses 


The expense allowance for payments 
made to Western Electric Company for 
materials, equipment, and services was 
adjusted to provide Western with the 
same rate of return as the operating 
company in order that the ratepayers 
would not be burdened by excessive profits 
included in the company’s expenses. 

The commission disallowed charitable 
contributions as an operating charge on 
the theory that they become involuntary 


donations by the ratepayers for which the 
ratepayers get no income tax credit. The 
commission pointed out that on the com- 
pany’s books these contributions were not 
charged to expenses but were recorded in 


Account 323, Miscellaneous Income 
Charges. The commission adopted the 
company’s proposal relating to license con- 
tract fees paid to the parent telephone com- 
pany. Under this proposal it allowed as an 
operating charge an amount equal to an 
allocated portion of the parent company’s 
alleged cost of rendering contract services. 
This amount actually exceeded the license 
contract fee paid by the operating com- 
pany. The commission staff had argued 
that only the license contract fee actually 
paid, since it did not exceed the allocated 
cost of rendering the service, should be 
allowed. 


Dissenting Opinion 


Commissioner Hunt filed a dissenting 


opinion which he described as his “last 
official act” as a member of the commis- 
sion. He believed, first of all, that the 
company required a return of at least 7 
per cent. Also, he disagreed with the rate 
base approved by the majority. 

He observed that the cost-of-money tes- 
timony was based upon total investor 
funds committed to the operation of the 
Bell system. Therefore, he said, the prop- 
er application of the rate of return re- 
quires that all funds committed by inves- 
tors be permitted to earn the designated 
rate of return. 

He said that a rate base to include all 
invested capital must include not only net 
plant but also materials and supplies, 
working cash, and prepaid accounts. By 
using net plant alone, the majority adopted 
a base which he thought to be inconsistent 
with the rate of return evidence in the 
case. 


Hypothetical Debt Ratio 


Commissioner Hunt also disagreed with 
the majority in its adoption of a 40 per 
cent debt ratio instead of the 334 per cent 
debt ratio of the Bell telephone system. 
He said the commission has no authority 
to substitute its judgment for that of the 
company’s management in disallowing 
actual expenses unless the management 
has committed errors so flagrant as to 
amount to an abuse of discretion. 

In conclusion, the dissenting commis- 
sioner said that the best interests of the 
people demand that the utility companies 
be kept financially strong; a strong com- 
pany with good earnings will provide the 
proper kind of service. He noted that the 
end result of keeping rates at the lowest 
possible level will be poorer service at 
higher cost than would be attained if the 
company were allowed to achieve good, 
but fair, earnings. Re Michigan Bell 
Teleph. Co. T-252-57.26, August 6, 1957. 
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FPC Demand Formula Amendment Remanded 


HE United States court of appeals set 

aside and remanded for additional 
hearings a Federal Power Commission or- 
der allowing a natural gas supplier to 
amend the demand formula used in billing 
a retail distributor. 

The court of appeals held that the 
order had been prematurely entered on an 
incomplete record. 

The order had not shown the commis- 


e 


sion’s judgment (and its reasons for 
reaching it) as to exact legally effective 
terms and conditions of a contract, if any, 
between the supplier and the distributor 
as the same existed immediately prior to 
the entry of the order. It was also held 
that the commission did not make findings 
and reach conclusions on certain other 
relevant matters. Portsmouth Gas Co. v. 
Federal Power Commission, 247 F2d 90. 


Intrastate “Firm Gas” Contracts and Interstate “Dump Gas” 
Contracts Not Interdependent 


tener United States court of appeals 
held that gas pipeline companies 
could be engaged in both intrastate and 
interstate business without bringing the 
intrastate portion within the jurisdiction 
of the Federal Power Commission. Gas 
sold pursuant to “firm gas” contracts for 
consumption in North Dakota was clearly 
distinguishable, held the court, from the 
“dump gas” sold in interstate commerce. 
Such contracts were not interdependent 
with dump gas contracts which had been 
executed between two gas suppliers and 
a gas-distributing company, the same par- 
ties to the firm gas contracts, on the fol- 
lowing day. 

The fact that the commission had as- 
sumed jurisdiction over the dump gas 
contracts did not justify assumption of 
jurisdiction over the firm gas contracts. 
The court could find nothing to substanti- 


€ 


ate the claim of interdependence of con- 
tracts. 

The act does not embrace intrastate 
commerce and the commission has no au- 
thority to regulate intrastate sales, pointed 
out the court. The firm gas had been pro- 
duced, wholesaled, transported, and sold 
for immediate consumption solely within 
the state. It did not become a proper sub- 
ject for federal regulation as being in in- 
terstate commerce merely because, during 
part of its transportation, it was in a com- 
mingled state with gas admittedly trans- 
ported in interstate commerce. The fact 
that the contracts for intrastate supply had 
been executed one day prior to the execu- 
tion of the interstate contracts for dump 
gas did not make the transaction a proper 
subject for federal regulation. North 
Dakota v. Federal Power Commission, 
247 F2d 173. 


Test-year Sales and Cost-of-service Questions 
Decided in Gas Pipeline Rate Case 


apphaasecenad upholding an examiner’s 
decision in a § 4(e) rate proceeding 
under the Natural Gas Act, the Federal 
Power Commission fixed rates for Ten- 
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nessee Gas Transmission Companv for the 
period between December 15, 1954, and 
July 14, 1957, and prescribed refunds for 
that period. The two dates were fixed by 
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the effective dates of proposed rate in- 
creases. 

The hearing before the examiner was 
limited to the questions of cost of service 
to Tennessee and the rate level. There 
was no controversy as to a 6 per cent 
rate of return on which the cost of service 
was based. The year 1954 was agreed as 
an appropriate test period, and the rate 
base was not disputed in substance. 


Actual Test-year Sales Adopted 


Interveners took the position that the 
company’s transmission capacity would be 
more fully utilized after 1954 than it was 
during the test year and that actual test- 
year revenues, accepted by the examiner, 
should be adjusted to account for prospec- 
tive higher revenues. They insisted that 
such additional revenues would result in 
an excess of $2 million in revenues instead 
of the deficiency of $4 million claimed by 
Tennessee. The examiner, rejecting their 
position, noted that it was not supported 
by the company’s experience in 1955 and 
further observed that it had not been es- 
tablished that the test-year facilities were 
adequate to transport the increased vol- 
umes suggested. 

The practical business of fixing rates, 
the commission pointed out, must proceed 
in so far as possible on the basis of actual 
operating experience of the company. 
Mere predictions or extrapolations from 
incomplete data of what future sales might 
be are not reliable. Adjustments to sales 
of such far-reaching effect as the inter- 
veners contended for, said the commission, 
would introduce an element of uncertainty 
and doubt wholly inconsistent with sound, 
practicable, and effective rate making. 


Advertising Expenses Allowed 


Advertising expenses were allowed in 
the amount of approximately $97,000. 


Other amounts suggested included $500,- 
000 which the directors had authorized to 
be expended for advertising over a 12- 
month period beginning in the latter part 
of 1954. About $297,000, however, was 
actually expended in the first full calendar 
year after the inauguration of the adver- 
tising program. The examiner disallowed 
the entire $500,000 including the $97,000. 
He believed that no facts or data had been 
presented to establish that the advertising 
had resulted in any reduced costs of 
financing or in a lower rate of return for 
the company. He thought cost of service 
should not reflect this expense unless test- 
year revenues were adjusted upward cor- 
respondingly to reflect increased sales ex- 
pected to result from the expense. 

A utility is entitled to include in its costs 
a reasonable amount for advertising pur- 
poses, the commission noted, and up to 
this point the actual expenditure lies in 
the discretion of management. The criteria 
relied on by the examiner would make it 
practically impossible for a company ever 
to sustain any advertising expenses. Con- 
sidering the magnitude of the company’s 
operations, the usual advertising expendi- 
tures of utilities generally, and the bene- 
fits reasonably to be expected from the 
expense, the commission concluded that 
the actual expenditure in the test year was 
reasonable. 


Tax Items 


Several tax questions were presented 
respecting whether certain deductions 
should be reflected in computing the fed- 
eral income tax component of Tennessee’s 
cost of service. A deduction for deprecia- 
tion of rights of way, disallowed by the 
tax authorities, was held to have no place 
in the income tax component of cost of 
service. Similarly treated by the commis- 
sion was an item representing the cost 
of transporting base gas into storage, held 
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by the tax authorities as capital and dis- 
allowed as a tax expense. 

Extraordinary property losses, pension 
plan excess payments, and losses from fire 
and storm, while allowable as income tax 
deductions, were rejected by the commis- 
sion as expense items either for cost-of- 
service purposes or for corporate account- 
ing. Such items are not by their nature 
properly includable as expenses. Although 
an item is allowed as a deduction for in- 
come tax purposes, said the commission, it 
does not necessarily follow that it must be 
allowed in the cost of service as an oper- 
ating expense or in the rate base. A deduc- 
tion for capitalized taxes, treated as an 
element in the income tax component of 
cost of service, was not allowed as a sepa- 
rate operating cost. 


Discrimination Issue Raised 


Tennessee extracts some of the heavier 
hydrocarbons from gas from the main- 


e 


line stream and sells this product to a con- 
tract purchaser, crediting the revenues to 
its gas revenues. 

The contract charge is based on a cost- 
of-service charge for the extracting oper- 
ations and a charge based on the volume 
of gas used at the plant. The staff argued 
that the amount of the credit to the juris- 
dictional cost of service relating to the 
volumes used at the plant should be in- 
creased on the basis of the Btu content of 
the product since it has twice the heat 
units of gas sold to other customers. 
Otherwise, it was contended, discrimina- 
tion would exist against such other cus- 
tomers. 

The commission rejected this conten- 
tion, observing that the purpose of the 
contract was to rid the gas stream of 
objectionable hydrocarbons which had 
caused operating difficulties. Re Tennessee 
Gas Transmission Co. Docket No. G-5259, 
October 17, 1957. 


FPC Determination of Tax-accrual Offset against 
Working Capital Reversed 


a United States court of appeals 
held that the Federal Power Commis- 
sion had erred in ignoring an examiner’s 
findings, favorable to a gas company and 
adverse to the staff’s contention, by retro- 
spectively limiting the issues in a hearing 
ordered to encompass all matters having 
a reasonable relationship to working capi- 
tal requirements to the question of tax 
accruals only. The determination that 
65.55 per cent of federal income tax ac- 
cruals collected by the company monthly 
from customers was to be offset against 
working capital requirements was held not 
supported by the evidence. 

The Trunkline Gas Company here in- 
volved, because it was owned by its largest 
customer, had a unique cost-of-service 
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formula tariff, approved by the commis- 
sion. In contrast to the traditional method 
of fixing the tariff charged to assure the 
specified rate of return on invested capital, 
Trunkline billed its customers monthly for 
an amount equal to its actual operating 
expenses for such month. This included 
the cost of the gas being sold plus one- 
twelfth of its annual income tax and one- 
twelfth of the annual return (6 per cent) 
on its net investment rate base. 

Thus the cost-of-service tariff produced 
a fluctuating rate from month to month 
and automatically limited the pipeline to 
the recovery of actual cost, regardless of 
the volumes of gas it was able to sell. 
Unlike the traditional operation, it had no 
means by which to offset unfavorable 
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against favorable months, or vice versa. 

The court, in the instant case, was con- 
cerned solely with the determination of 
the working capital allowance and wheth- 
er, and to what extent, federal income tax 
accruals collected by Trunkline monthly 
were to be taken into account. Trunkline 
had been permitted to earn a return of 6 
per cent on a working capital allowance 
of $1,462,148. The company was appar- 
ently satisfied with this basis even though 
no allowance was made in working capital 
for (1) prepayments of certain expenses, 
insurance premiums, utility deposits, etc., 
(2) lag between the date of payment of 
gas purchases and reimbursement for gas 
sold, and (3) necessary minimum bank 
balance. 

Such satisfaction may have been due, 
pointed out the court, to the fact that up 
to the institution of the action involved 
here, the commission had not required any 
credit against this working capital repre- 
senting the amounts of cash on hand from 
time to time from federal income tax 
accruals. 

When Trunkline refused to follow the 
commission’s “suggestions,” the commis- 
sion applied the 65.55 per cent formula. 
Such formula was applied without regard 
to a determination of the differences be- 
tween a cost-of-service formula rate and 
one on a traditional rate base, held the 
court. By an arithmetical average that flies 
in the face of actual fact, said the court, 
the commission assumes that the specified 
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“average” funds (65.55 per cent) will be 
on hand. The credit is allowed only be- 
cause the funds are “reasonably available.” 
If they are not reasonably available in the 
amounts fixed by the percentage, then the 
utility has to supply its own investor funds 
on which it is entitled to a return. It can 
only use funds on hand. It cannot use 
averages. 

A “surplus” of tax accruals in one 
month is not, by a mere process of averag- 
ing, available for the “lean” months later 
on, the court pointed out. The assumption 
is that operating expenses are relatively 
constant so the surplus can hardly be used 
to prepay them. It is available for such 
short periods that if invested, the return 
on it would nowhere make up the amounts 
needed later on. It is no answer to say 
that in the lean months the utility can get 
short-term loans. That is precisely what 
would be needed. And if needed because 
tax accruals have not been adequate, this 
establishes that it would be necessary to 
supply additional working capital. 

Consequently, continued the court, 
when a tax accrual credit is fixed, it must 
bear a reasonably substantial actual rela- 
tionship to the funds available for use in 
meeting current operations. The commis- 
sion’s conclusion that the 65.55 per cent 
allowance achieved this was held to be 
without substantial basis and was not in 
accordance with law. Trunkline Gas Co. 
v. Federal Power Commission, 247 F2d 
IS. 


Commission’s Reasons for Increasing Bus Rates 
Held Adequate 


HE United States court of appeals 
affirmed a judgment upholding an 
order of the District of Columbia com- 
mission which granted a fare increase to 
a transit company. The case had been be- 


fore the court on an earlier appeal by the 
present appellant from a judgment of the 
district court which affirmed a commis- 
sion order. This judgment was reversed 
by the court of appeals and the case re- 
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manded to the commission because of 
inadequate statement of reasons for adopt- 
ing an original cost rate base (11 PUR3d 
146). 

After remand, a fare increase was 
granted by the commission superseding 
that of the order originally appealed from. 
The court, on the original appeal, did not 
have the record of the proceedings before 
the commission. Now, having before it 
the benefit of the essential parts of the 


e 


record, an adequate statement of the com- 
mission’s reasons for its adoption of the 
original cost base, and the opinion of the 
district court, the court of appeals held 
that such record disclosed a rational and 
adequate basis for the conclusion reached 
and the reasons given by the commission 
to support its ruling. Spiegel v. District 
of Columbia Pub. Utilities Commission, 
247 F2d 84, Affirming (1956) 17 PUR3d 
66, 145 F Supp 679. 


Customer Required to Pay Line Construction 
Cost or Have Service Discontinued 


HE Maryland commission dismissed a 
customer’s complaint against an elec- 
tric company, noting. that the company 
would be justified in withdrawing service 
if the customer failed to pay the balance 
due on the contract cost of constructing a 
3-phase line to his premises. When the 
company threatened to discontinue service, 
the customer complained to the commis- 
sion that allowances should be made for 
appliances which he intended to install. 
The company pointed out that it could not 
make allowances under its tariff unless the 
appliances were actually installed and in 
service. The purpose of the tariff provision 
is to reduce the line construction charge by 
the estimated annual revenue to be derived 
from appliances served by the new line. 
The commission held that the customer 


Attrition Reflected in 


_ California commission increased 
revenues for a gas company to pro- 
duce a return of 7.25 per cent on the 
adopted results for the test year 1957, and 
which would enable the company to earn 
a 6.75 per cent rate of return in the im- 
mediate future. 

No advantage is to be gained for either 
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must pay within a reasonable time the 
balance due on the cost of the line or risk 
having his service discontinued. However, 
he would be entitled to a refund for addi- 
tional appliances added in the meantime. 

A single-phase line had also been con- 
structed to this customer’s premises and 
the amount due on its cost was similarly 
in dispute. The customer asserted that he 
intended to install additional appliances to 
be served by this line. The commission 
thought he should have a period of six 
months in which to settle the account. This 
would give him time to establish himself 
in his new residence and install needed ap- 
pliances, with a consequent reduction in 
the amount due for the cost of the line. 
Scholz v. Baltimore Gas & E. Co. Case 
No. 5538, October 23, 1957. 


Return Allowance 


the ratepayers or the general economy of 
the state, pointed out the commission, by 
restricting the company to so low a return 
as to hamper it in the attraction of capital 
funds needed to meet extraordinary obli- 
gations arising out of the rapid expansion 
of facilities. 

Expansion was necessary in order to 
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meet the demands for servicing a growing 
number of customers, 

Rates are made for the future, said the 
commission, and, in its opinion, the in- 
crease in rates authorized met the tests of 
reasonable rate making, although it was 
not to be understood as holding that regu- 
lation guarantees or assures a public utility 
will earn net revenues. 

The commission considered its former 
finding of 6 per cent as a fair rate of 
return in a previous case. Analysis of the 
company’s earnings over the past several 
years disclosed a definite and constant de- 
cline in the rate of return to the point that 
the company seldom, if ever, had been able 
to earn the rate of return before found to 
be reasonable. 

The company had completed and put 
into operation, in the latter part of the 
test year, new facilities and other major 


improvements representing a large expend- 
iture of new capital with a resultant de- 
pressing effect upon rate of return. These 
new facilities would be in operation during 
the full first year after the rates author- 
ized by the instant decision, and, without 
establishing any precedent, the commis- 
sion was of the opinion that the effect on 
the rate of return of the new pipeline and 
other facilities constructed should, in 
equity and justice, be considered. 

This was done by recognizing and al- 
lowing for a substantial downtrend in the 
rate of return, which the commission es- 
timated to be .50 per cent. The resulting 
7.25 per cent return would therefore de- 
cline to 6.75 per cent, which the commis- 
sion considered fair and reasonable for 
the future. Re Southern California Gas 
Co. Decision No. 55642, Application No 
38787, October 1, 1957. 


Fuel and Tax Clauses Rejected as Commission Adds 
Trending Factor to Declining Return 


HE California commission, in author- 
izing an electric company to increase 
rates, included a 0.12 per cent trending 
factor in the return allowance to offset 
attrition. The total return was 6.37 per 
cent, expected to decline to 6.25 per cent. 
The commission did not look with favor 
upon automatic cost clauses proposed by 
the company as an alternative to meet the 
declining trend. In the past, pointed out 
the commission, fuel and tax clauses in 
rate schedules had been permitted princi- 
pally to meet competitive conditions. Be- 
cause of the anticipated favorable gas sup- 
ply and its effect on composite unit fuel 
cost in the coming year, the commission 
saw no need for a fuel cost clause. 


Possibility of Tax Adjustment 


The commission increased the allow- 


ance for income tax expense to cover a 
contingency that might arise from a cur- 
rent tax court proceeding. The company 
had capitalized a flat percentage of ad- 
ministrative and general expenses for 
many years, but the Internal Revenue 
Service had recently ruled that a different 
amount should be capitalized. The com- 
mission agreed with the company’s position 
that, since no one was able to predict the 
outcome of the current proceeding in the 
tax court, the company was obligated to 
provide for a contingency which might 
occur. 


Accelerated Depreciation 


The commission rejected, for the pur- 
pose of the rate proceeding, the company’s 
proposal to take advantage of the accel- 
erated depreciation option, under § 167 
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of the Internal Revenue Code, for tax 
purposes but to normalize income tax lia- 
bility for regular accounting and rate- 
making purposes. The company, however, 
was permitted to normalize income taxes 
as applied to accelerated amortization of 
defense facilities under § 168. The com- 
pany had previously been authorized to 
normalize such taxes with respect to ac- 
celerated amortization for accounting 
purposes. 

The commission refused to strike from 
the record the staff’s evidence pertaining 
to higher rates of return using the “flow 
through” method of treating accelerated 
depreciation and amortization, comment- 
ing that the staff’s computations might be 
considered in a supplementary order. 


Rate Concessions 


Depressed rates charged by the com- 
pany in a city, under a lease agreement, 
were held unreasonably and unlawfully 
discriminatory in favor of industries lo- 
cated in such cities, when producing an 
inadequate return. The rates constituted 
prejudice to, and discrimination against, 
customers outside of, but similarly situ- 
ated and comparable to customers in, the 
city, contrary to the public interest. The 
company was required to cease and desist 
from continuing to charge such lower 
contract rates. 

The commission pointed out it had au- 
thority to abrogate a contract between a 
utility and a customer where the public 
interest so required. Although the com- 
mission does not pass upon the validity 
of a contract between a city and an electric 
company providing for rate concessions, 


= 


it has authority to remedy prejudice and 
discrimination by preventing the company 
from complying with the terms of a con- 
tract providing for rate concessions in con- 
flict with the public interest. 


Rate Zones 


The commission discussed at length the 
spread of the new rates among various 
classes of service. Lower electric rates ap- 
plicable in an incorporated city or rate 
area were required to be applied within 
the boundary of such city or rate area as 
existing on the date the rates authorized 
became effective. In the case of new in- 
corporations or annexations, the applica- 
tion of lower rate levels would be re- 
stricted to that portion of the area within 
the newly incorporated limits, including 
subdivisions under active development, 
having the general characteristics appli- 
cable for such lower rate level. 


Agricultural Customers 


The method of predicating a cost study 
on peak demands, commented the com- 
mission, does not give full credit for the 
off-peak nature of the load with respect 
to the system winter peak, for the purpose 
of fixing rates for agricultural use. Al- 
though the agricultural load causes sum- 
mer peaks that are difficult for the 
company to serve, and the growth of the 
air-conditioning load may in time swing 
the system over to summer peaks, pending 
such change in system characteristics, 
some credit should be given agriculture 
for off-peak load. Re Southern California 
Edison Co. Decision No. 55703, Applica- 
tion No. 38382, October 15, 1957. 


FCC Jurisdiction over TV Booster Station 


i United States court of appeals 
reversed a Federal Communications 
Commission cease and desist order di- 
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rected at a television booster station serv- 
icing an isolated mountain town. The 
nonprofit organization operating the 
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booster station challenged the jurisdiction 
of the commission and, if jurisdiction be 
found, claimed that the commission had 
erred in failing to exercise its discretion 
to permit operation. 

The situation was paradoxical to begin 
with. The rules and standards of the com- 
mission did not provide for the licensed 
operation of a booster station. The com- 
mission argued in its brief that the alter- 
native to licensed operation was not un- 
licensed operation, but no operation. The 
commission thus said, in effect, that in- 
stead of serving the public interest by 
making reception available, it had no al- 
ternative but the ouster of the booster. 

The court did not agree. The commis- 
sion was held to have acted mistakenly 
in its belief that it lacked discretion to 
withhold the issuance of a cease and desist 
order until it had investigated the feasi- 
bility of making rules and providing for 
the licensing of booster installations. The 
commission was found to have jurisdic- 


e 


tion over the operation of such a booster 
station, and, when a statutory violation 
had been shown, the power to revoke a 
station license, or impose a lesser sanc- 
tion, like issuing a cease and desist order. 
By the same token, the commission could 
consider grounds offered in a complaint 
as to why a cease and desist order should 
not be issued. 

The commission had erroneously de- 
cided that it did not have discretion in the 
matter of an unlicensed booster station, 
since the lack of a license constituted a 
statutory violation. The court did not de- 
cide whether the agency rule-making ac- 
tion with regard to booster stations had 
been unreasonably delayed, or that the 
commission’s action was arbitrary. The 
court only held that the commission had 
acted mistakenly in its belief that it lacked 
discretion to withhold the issuance of a 
cease and desist order. C. J. Community 
Services, Inc. v. Federal Communications 
Commission, 246 F2d 660. 


Interruptible Gas Customers Bear Fuller Share of Cost 


[* granting Chattanooga Gas Company 
a rate increase, the Tennessee commis- 
sion approved a higher percentage in- 
crease for interruptible consumers than 
for other classes of customers. 
Interruptible consumers had _ received 
benefits in the past through the availability 
of extremely cheap gas without bearing 
their proportionate share of the cost. They 
had received firm service during approxi- 
mately eleven months of the year. Gross 
receipts taxes, among other factors, it 
was noted, had been applied upon total 


"4 
Depreciation Ratios Held Erroneous 


volume of sales, which narrowed the 
spread between out-of-pocket cost and 
revenue received for gas, thus placing the 
burden on other classes of customers to 
whom service was rendered. 

It appeared that the readjustment of 
rate schedules under the proposed rates 
would result in a better relationship be- 
tween revenues and cost of service. It 
would place the burden of cost in better 
balance among the various purchasers of 
gas. Re Chattanooga Gas Co. Docket No. 
U-4004, August 28, 1957. 


turn of 4.34 per cent on the fair value 
rate base, the Pennsylvania commission 
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I granting a rate increase to a water 
company, which would produce a re- 
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held the company’s method of determin- 
ing annual and accrued depreciation erro- 
neous. 

The company had based its estimates of 
accrued depreciation on the 4 per cent 
compound interest method. Ages were 
determined by the dollar-year method, 
and lives were estimated based on the 
ages and probable remaining lives, all re- 
lating to spot price trended original cost. 

The company had determined accrued 
depreciation on the basis of the trended 
original cost at a certain: price level and 
had used percentages derived therefrom 
to estimate accrued and annual deprecia- 
tion on all other cost levels. 

The commission considered it errone- 
ous to estimate accrued depreciation by 
the 4 per cent compound interest method 
on the basis of the relationship of average 
age (derived by the dollar-year method) 
to average service life. Such average age 
fails to bring into play the compounding 
of interest over the correct period of time 
for each vintage, which is required when 


IX authorizing 25-year 54 per cent notes 
to be issued by a telephone company, the 
North Carolina commission approved a 
10-year limitation against redemption 
with lower-cost funds. This provision was 
not discussed beyond a usual finding that 


& 
Note Redemption Limitation Approved 
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the 4 per cent compound interest method 
is used. The result is an understatement 
of accrued depreciation on trended origi- 
nal cost. 

With respect to accrued depreciation on 
the original cost basis, the company’s 
ratio had been developed with respect to 
spot price reproduction cost. This was 
also erroneous in principle. 

It had been the commission’s experi- 
ence, because of the general rising price 
level that had obtained during the past 
forty and fifty years in the country, that 
where estimates of accrued depreciation 
were determined vintage by vintage, sepa- 
rately for original cost and trended origi- 
nal cost, the ratio of accrued depreciation 
applicable to original cost was always 
somewhat less than the ratio applicable to 
trended original cost. Accordingly, as a 
judgment matter, the commission esti- 
mated a lower accrued ratio applicable to 
original cost. Borough of Pen Argyl v. 
Blue Mountain Consol. Water Co. C. 
16653, August 19, 1957. 


the issue was compatible with the public 
interest. 

The proceeds will be used for plant im- 
provement and enlargement. Re North 
State Teleph. Co. Docket P-42, Sub 21, 
October 23, 1957. 


One Hundred Thousand Pounds a Month Not 
“Occasional Deviation” 


Epes Virginia supreme court of appeals 
reversed a commission order extend- 
ing a motor freight carrier’s certificate of 
public convenience and necessity. The 
order would have allowed the carrier to 
deliver freight to a manufacturing plant 
located 14 miles beyond its terminal. 
Two points had been raised by a car- 
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rier contesting the commission’s certificate 
extension—that the statute authorizing 
the commission to allow a carrier to make 
occasional deviations from its designated 
route did not encompass the activities of 
the other carrier, and that the commission 
had not given the appealing carrier an 
opportunity to correct any claimed inade- 
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quacies of the motor freight service. 

The record showed that the freight 
carrier granted the certificate extension 
had been making monthly deliveries of 
100,000 pounds of raw materials received 
from twenty-five or more suppliers, as 
well as supplies and parts necessary to 
keep the manufacturing plant in running 
condition. The 14-mile deviations, held 
the supreme court, were frequent, not oc- 
casional. 


€ 


As to the second point, the court held 
that the commission had no authority to 
extend the original certificate to allow de- 
liveries to the plant beyond the carrier’s 
terminal, without giving the appealing 
carrier, which had been assigned the terri- 
tory in which the plant was located, an 
opportunity and reasonable time to correct 
any claimed inadequacy of service. Mundy 
(General Motor Lines) v. Shelor (Floyd- 
Roanoke Freight Line) 99 SE2d 577. 


Certificated Operations over Fixed Routes Require Charge 
Of Highway Common Carrier Tariff Rates 


¥ an action brought by the state of 
California against a trucking firm, the 
United States district court of appeal re- 
versed a lower court's judgment and held 
the firm guilty of violating the code in 
that it charged less than the applicable 
tariff rates for highway common carriers. 

The firm contended that although it was 
a certified highway common carrier .au- 
thorized to transport freight as a public 
utility between certain points, it never- 
theless could transport under the author- 
ity of a radial highway common carrier 
permit at rates fixed for other than cer- 
tificated carriers. The firm thereupon 
stamped freight bills for such transporta- 
tion as being charges under its radial 
highway permit. 

The court, in refuting this contention, 
stated that a highway common carrier is 
one who transports property over public 
highways between fixed termini or over 
a regular route, while a radial highway 
common carrier does not operate over a 
regular route or between fixed termini as 
a public utility. The points and routes 
were “fixed” by the lumber firm’s applica- 


tion for a certificate, the grant thereof, the 
filing of tariffs applicable to them, and the 
subsequent transportation between the 
points or over the routes. 

The carrier cannot, therefore, transport 
at one and the same time products be- 
tween fixed termini or over a regular 
route (highway common carrier) and he- 
tween unfixed termini or over an irregular 
route (radial highway common carrier) 
over the same route or between the same 
points. 

The two are mutually exclusive. The 
points and routes over which products 
were transported were fixed by its cer- 
tificate. Operating as a highway common 
carrier and charging rates other than the 
applicable tariffs were violations of the 
code. 

It was further pointed out that the fact 
that a precise hauling route traveled each 
distance is discretionary with the truck 
drivers and varies does not change the 
status from that of a certified common 
carrier to that of a radial highway com- 
mon carrier. People of State of California 
v. Geijsbeek, 314 P2d 21. 
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“Necessity” Held Brother of “Convenience” 


7. New Mexico supreme court, in 
affirming a lower court’s judgment 
which set aside a commission grant of a 
certificate of public convenience and neces- 
sity to transport petroleum and petroleum 
products in bulk trucks and trailers over 
irregular routes and under nonscheduled 
service, commented at length upon the 
words “necessity” and “convenience.” 
The court, in essence, held that both must 
be shown to justify the grant of a certifi- 
cate. 

The record disclosed no proof by com- 
petent and substantial evidence of the 
existence of any present need, or reason- 
ably anticipated future need, for the appli- 
cant’s services. Nor did the record dis- 
close substantial evidence that the service 
of existing facilities was inadequate, or 
would be inadequate in the future, to meet 
the demands of the public. 

The mere fact that the public might 
find additional service more convenient 
was not of itself sufficient to warrant the 
issuance of the certificate, said the court. 
Both the convenience of the public and 
the necessity for the proposed service must 
be considered. 
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“Necessity,” as used in the statute, does 
not mean indispensably requisite. The 
commission is bound to consider whether 
the proposed service is necessary in keep- 
ing with the public policy of regulating 
utilities so that the public might be more 
efficiently served at lower cost than would 
be the case in the absence of such regula- 
tion. 

The carriers involved had contended 
that they should be permitted to follow 
the changing source of supply of the par- 
ticular commodity transported. This was 
not so, held the court, since a showing of 
public convenience and necessity must be 
made. The fact that a transportation facil- 
ity has rendered service in one area or 
territory does not of itself entitle it to 
authority to operate in another area or 
territory in which reasonably adequate 
transportation facilities exist. 

The terms “necessity” and “conven- 
ience” do not refer to the necessity and 
convenience of the carrier, but refer to the 
necessity and convenience of the public. 
Ferguson-Steere Motor Co. et al. v. New 
Mexico State Corp. Commission et al. 
314 P2d 894. 


Loss in Passenger Train Operations Cause for 
Discontinuance Despite Mail Interruption 


Pon South Dakota commission 
granted a railroad’s application for 
authority to discontinue certain passenger 
trains operating at an out-of-pocket loss. 
To defray the railroad’s operating loss, 
revenues from necessary freight services 
were used which, in turn, created the need 
for higher freight rates. The commission 
held this action to be a drain on the re- 
sources of the carrier and the resultant 
net deficit on the over-all system opera- 
tions to be unreasonable and uneconomic. 
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It was further stated that a railroad 
should seek, and regulatory agencies 
should permit, elimination of passenger 
trains whose operation has become waste- 
ful due to the fact that they no longer are 
needed or used by the public to any rea- 
sonable extent. 

The commission, in allowing the dis- 
continuance of the passenger trains which 
also furnished mail service, said that it 
had no authority to require a rail carrier 
to operate trains at a loss to carry mail 
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which is an exclusive function of the 
postal service. Petitioner proposed to han- 
dle the mail via highway post-office trucks. 
There was reason to believe that the gov- 
ernment would utilize the remaining pas- 
senger trains for mail service or itself 
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provide trucks and post-office service. 
Should such service prove inadequate or 
unsatisfactory, the public has a remedy 
by appeal to the federal government for 
improved service. Re Chicago & N. W. R. 
Co. F-2484, September 21, 1957. 


Denial of Household Goods Carrier Certificate 


pan Florida supreme court denied a 
petition to review a commission or- 
der denying an application for a certificate 
of public convenience and necessity to en- 
gage in common carriage of household 
goods. The court held that there had been 
sufficient evidence presented to the com- 
mission to justify a finding that public 
convenience and necessity did not require 
the issuance of a certificate to the appli- 
cant, which would have domiciled him in 
the same town as a carrier already holding 
a similar certificate. 

The applicant had contended that a 
prior commission order converting the 
protesting carrier’s “for hire” permit into 
a certificate without a separate independ- 
ent hearing was illegal, and cited the 
Seaboard Airline case (16 PUR3d 139) 
to support his position. The court, how- 
ever, felt that there was a clear distinction 
between the Seaboard holding and the 
present case. 

In the Seaboard case, the commission 
order describing a “for hire” permit as a 
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“limited common carrier certificate” had 
been completely without jurisdictional 
foundation for the simple reason that the 
document was merely a “for hire” permit, 
despite the error in the notice of the hear- 
ing which had described it as a “limited 
common carrier certificate.” 

In the instant case, the reclassification 
of all of the “for hire” permits in exist- 
ence had been accomplished after full pub- 
lic hearings participated in by many car- 
riers and pursuant to public notice. 

The distinction between the instant case 
and the case cited as authority for re- 
versal, in the court’s opinion, was that in 
the matter now under consideration, the 
limited certificate for the common car- 
riage of household goods had been issued 
only after a full and proper hearing. In 
the Seaboard case, the holder of the “‘for 
hire” permit had attempted to convert it 
into a certificate of limited common car- 
riage merely by changing its name. 
Teague et al. (Teague Brothers Transfer 
& Storage Co.) v. King, 96 So2d 796. 


Franchise Tax Burden Restricted to City Limits 


¥ authorizing Cortez Natural Gas Com- 

pany to construct facilities and provide 
natural gas service in the city of Dolores 
and adjacent territory, the Colorado com- 
mission was called upon to rule on the 
incidence of a municipal franchise tax on 
gross receipts. The city of Dolores sought, 
in effect, to apply the tax to customers 


outside the municipal limits as well as 
within. The commission was not agree- 
able to this arrangement. 

It is contrary to good regulatory prac- 
tice to permit a municipality to charge a 
tax outside of its municipal limits where 
the utility will be operating under a certifi- 
cate from the commission, the opinion 
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declared. The company should not be re- 
quired to collect taxes from people re- 
siding outside the town of Dolores to be 
paid over to the municipal government. 

The franchise tax was made equal to 
2 per cent of gross revenues for the first 
year, 4 per cent for the second year, and 
5 per cent for the third. While the com- 
mission recognized a franchise tax as a 
legitimate charge, it was unable to find 
any justification for the automatic escala- 
tion of this tax. 

The state commission indicated its re- 
luctance to encourage high franchise 
taxes unless a need be shown for them. If 


the utility is to become a collection agency 
for the municipality, said the commission, 
then the municipal customers should be 
fully informed in regard to the taxes they 
are required to pay. 

Accordingly, the charge on customers 
residing beyond the corporate limits was 
disallowed and the tax within the corpo- 
rate limits was required to be surcharged 
on each bill sent to municipal customers 
“in order that there be no misunderstand- 
ing in the future as to the amount or na- 
ture of the tax.” Re Cortez Nat. Gas Co., 
Inc. Application No. 15613, Decision No. 
48832, October 3, 1957. 





Other Recent Rulings 


Railroad Crossing Signs. The supreme 
court of Ohio held that a railroad has no 
duty to provide extrastatutory warnings 
at a grade crossing where they are not 


required by commission order and there 
is no substantial risk that a driver, in the 
exercise of ordinary care, may be unable 
to avoid colliding with the train being 
operated over the crossing pursuant to 
statutory requirements. Hood v. New 
York, C. & St. L. R. Co. 144 NE2d 104. 


Additional Carrier Authority. The New 
Mexico supreme court held that a decrease 
in revenue or sharing of tonnage by exist- 
ing motor carriers would not in itself de- 
feat an application by another motor car- 
rier to furnish additional service. Garrett 
Freight Lines, Inc. et al. v. New Mexico 
State Corp. Commission et al. 312 P2d 
1061. 


Railroad Station Discontinuance. The 
Wisconsin commission denied a railroad’s 


application for authority to discontinue 
agency station service and to eliminate 
the station from all except carload freight 
tariffs, because of the delay and inconven- 
ience to patrons due to the distance to 
adjoining stations. Re Chicago & N. W. 
R. Co. 2-R-3215, August 27, 1957. 


Municipal Plant Return. The Wiscon- 
sin commission held an increase in mu- 
nicipal plant water and sewer rates which 
would yield a 5.5 per cent return was 
reasonable and necessary to meet the fi- 
nancing of proposed revenue bonds and 
the amortization thereof. Re Village of 
Mazomanie, 2-U-4818, August 30, 1957. 


Telephone Rate of Return. The Wis- 
consin commission ruled that a rate in- 
crease which would yield a 6.2 per cent 
return on a net book value rate base was 
reasonable for a telephone company con- 
verting to dial service. Re Buffalo County 
Teleph. Co. 2-U-4807, August 30, 1957. 
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In opening position, PM-40 
Switch blade rotates on axis to 
relieve contact pressure. 


PM-40 Double-Side-Break Switch features easy-rotating 
blade, high pressure silver-to-copper contacts, factory- In closing position, PM-40 Switch 


blade moves from 45° to 90° 


sealed insulator bearing, and heavy duty construction. ee ne ‘ 
Voltage ratings, 115 to 330 KV; 600 to 1600 amperes. angle to lock easily and se 


re’s easy, positive operation with 
lta-Star’s PM-40 Side-Break Switches 


e ease of operating Delta-Star’s PM-40 Double- 
ide-Breik starts with its engineered simplicity. The 
tating lade operates by over-toggle mechanism on 

otating insulator. Balanced spring arrange- 
ices operating effort when switch is opened 


simplified blade-actuating mechanism exerts 
power to easily break ice or corrosive forma- 
“suring ease of operation at all times. 


' contacts are straight-line current path de- 


sign with no offset to produce stress during fault 
currents. Tubular switch blade is one-piece, hard- 
drawn copper, with silver inlay contact points. The 
blade rotates on a factory-sealed, ball-bearing base. 
Where you prefer or require side-break switches 
in voltage ratings of 115 to 330 KV, the Delta-Star 
PM-40 definitely deserves first choice consideration. 
Call Delta-Star Electric Division, 
H. K. Porter Company, Inc., Chicago 12, Illinois. 
District offices in all principal cities. 


H. K.PORTER COMPANY, INC. 


DELTA -STAR ELECTRIC DIVISION 


Porter Divisions: Cleveland, Connors Steel, Delta-Star Electric, Henry Disston, Leschen Wire Rope, Quaker Rubber, 
Refractories, Riverside-Alloy Metal, Vulcan Crucible Steel, W-S Fittings, H. K. Porter Company (Canada) Ltd. 

















NOW AVAILABLE! 
LIMITED EDITION! PROCEEDINGS 


1956 CONVENTION 


AT SAN FRANCISCO, CALIFORNIA 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
services of public utilities and transportation 
companies including the following: 


Depreciation, Valuation, Railroad Passenger Deficit and Regulation of Public Utilities. 
Panel discussions on the subjects of "Cost of Capital as Related to Rate Return" and 


"Regulatory Protection of Consumers”. 
Price $10.00 





OTHER PUBLICATIONS OF THE ASSOCIATION 


Local Service Telephone Rates 
An excellent compilation of rates prepared by NARUC Subcommittee on “exchange rates” 


for all exchanges of Bell System, the rates of cities of 50,000 population or more for 
Bell and Independent exchanges, rates of borrowers from R.E.A., and tabulation of above 
exchanges which had ten cent coin telephone rate in effect June 30, 1954. 128 pages 
for use in loose leaf binder and 48 revision pages as of December 1955 and 42 revision 


pages as of October 1956 


Message Toll Telephone Rates and Disparities 
400 pages of text, tables and charts, hard back cover—a report of the NARUC-FCC 


Joint Toll Rate Committee. Special price 


Telephone Separations Manual 
Includes the 1952 addendum, the so-callea Charleston Plan and the 1956 addendum, the 


so-called Phoenix Plan changes 


Depreciation: 

1943-1944 Reports of Committee on Depreciation (reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis story 
of the problems of depreciation on public utility regulation and set forth conclusions at Fr 
concerning the policies and practices which should be followed in respect thereto. heh 
326 pages, paper bound ’ an ra 

1946—Methods of Pricing Retirements from Group Property Accounts buile I 

1948—Letter Symbols for Mathematics of Depreciation 

1948—Half Cycle Methods of Estimating Service Life 

1950—Remaining Life Basis of Accounting for Depreciation 

1955—Report of Committee on Depreciation (Discussion of Liberalized Depreciation under 

Internal Revenue Code of 1954) 
1956—Report of Committee on Depreciation (Depreciation Rates for Electric Utilities) 


Interpretations of Uniform System of Accounts for Electric Utilities— 
Cases Nos. 45 to 119 (1938 to 1955) 


Interpretations of Uniform System of Accounts for Gas Utilities— 
Cases Nos. 1 to 80 (1938 to 1955) 


Interpretations of Uniform System of Accounts for Water Utilities— 
Cases Nos. 1 to 65 (1938 to 1955) 


(When remittance accompanies order, we pay forwarding charges.) 
NATIONAL ASSOCIATION OF RAILROAD AND 


UTILITIES COMMISSIONERS 
P. O. BOX 684 WASHINGTON 4, D. C. 
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E Receives Giant Electronic 
Data Processor 


JAN! electronic computer, capa- 
f turning out 100,000 customer 
a day, was delivered to Pacific 
and |lectric Company recently 
bn Francisco, Norman R, Suther- 
| presilent and general manager, 
wnced. The IBM 705, an 18-ton 
lation, will be the largest of its 
west of the Mississippi. 

iter a gradual change-over from 
ent billing operations lasting about 
and one-half years, the data 
essing machine will prepare near- 
million customer bills per month 
will handle all related records, 
Sutherland said. Despite this big 
mment, the 705 operates at such 
that the company plans to have 
available for computing of engi- 
ing and other problems. The great 
ity of this equipment also will 
y for future company growth, 
Sutherland said. 

he 705 will be installed on the top 
of |’'G&E’s  recently-acquired 
t-story Mission street office build- 
at Fremont and Mission streets 
isco. The 177,000 square- 
g is being remodeled for 
pancy. 

iallation and testing, the 
ing will begin taking over 
ie Company’s San [*ran- 
n, and by early 1960 all 
mpany’s divisions will be 
led by she new equipment. 









































erature On Atomic 
Industry 


ic Industrial Forum has 
he availability of papers 
s of its recent conference 
7 Nuclear Industry.” The 
d at a technical and man- 
lience, cover 20 primary 
terest to individuals in- 
clear development today, 
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Industrial Progress 


or those who are planning activity in 
this field in the future. 

The subject areas for which sets of 
papers are available include : Research 
and Test Reactor Progress, Uranium 
Production, Radiation Applications, 
Appraisal of the Atomic Industry, 
U.S. Power Reactor Experience, Re- 
actor Fuel Reprocessing, Instrumen- 
tation Responsibilities, Financing, 
U.S. Power Reactor Program in Re- 
view, Reactor Fuel Manufacture and 
Handling, Progress in Nuclear Stand- 
ardization, Legal Problems, Atomic 
Activities Outside the United States, 
Reactor Components and Accessories 
Manufacture, Economic Incentives in 
the Nuclear Industry, Information 
and Training, Factors Affecting Pow- 
er Reactor Construction, Marketing, 
linancial Protection Against Nuclear 
Liability and Advanced Reactor Con- 
cepts. An average of 5 individual 
papers are listed under each subject 
area. 

A complete conference paper cata- 
log is available from the offices of the 
Atomic Industrial Forum, 3 East 54th 
Street, New York 22, New York. 


New Sales Promotion Awards 
Announced by EEl 


THERE are twelve new Sales Pro- 
motion Awards offered this year by 
edison Electric Institute for excep- 
tional achievements in building load 
in four markets: residential, farm, 
commercial and industrial. These new 
Awards take the place of those pre- 
viously administered by EEI which 
were primarily concerned with specific 
appliances and selective markets. The 
new Awards follow naturally the cur- 
rent trend of utilities in promoting 
the electric way of life to their cus- 
tomers and devoting their efforts to 
profitable load building. 

There are three Awards each in the 
residential, commercial and industrial 
market contests, based upon total 





number of customers. Three Awards 
are available in the farm market con- 
test, based upon the number of farm 
customers. This means that all com- 
panies—regardless of size—can enter 
the contests with equal chances of 
winning. Companies may enter any 
one or more of the contests. Dead- 
lines for 1957 entries are February 1 
and 15, 1958. 
Brochures covering the new Awards 
have been mailed, but additional 
copies may be procured by writing to 
Secretary, Awards Committee, Edi- 
son Electric Institute, 420 Lexington 
Avenue, New York 17, New York. 


Stoudt Named Manager 
Nuclear Energy Division 
Gilbert Associates, Inc. 


JAMES R. STOUDT was appointed 
recently as manager, Nuclear Energy 
Division of Gilbert Associates, Inc., 
design engineers and consultants in 
the electric power industry. Mr. 
Stoudt will be located in Reading, Pa. 
where, as a consulting engineer since 
1946, he has been in charge of Gil- 
bert Associates’ engineering and eco- 
nomic studies and surveys into the 
nuclear energy field for both utility 
clients and the Atomic Energy Com- 
mission. 

In announcing the appointment, L. 
D. Staver, president, said “the appli- 
cation of nuclear energy to the older 
science of the production of electrical 
power is developing to the point where 
wide use of the services of independ- 
ent consulting engineers of power 
production experience is being re- 
quired in the utility industry, Conse- 
quently, Gilbert Associates has organ- 
ized its staff of nuclear engineers on 
the division basis to bring about 
through coordination with the other 
divisions dealing with conventional 
power specialties, a more effective 
service to each client.” 


(Continued on page 30) 








Banain 
ass 


IT has been 22 years 
since you could command as 
much tax-free, take home in- 
come as is now available from 
state, municipal, revenue and 
other tax-exempt bonds. 


Today $10,000 will buy as 
much tax-exempt income as 
$15,000 would buy five years 
ago—and as much as $20,000 
would buy 12 years ago. 

New low price levels have 
created these extraordinary 
tax-free income opportunities 
in bonds long recognized for 
their security and strength. 


Send without obligation for our 
current list of tax-exempt offerings 
and an accompanying tax chart 
showing the yicld advantages of 
tax-exempts for an individual 
investor in your income bracket. 


Ask for PF-11. 


HALSEY, STUART & CO. INC. 


123 SOUTH LASALLE STREET, CHICAGO 90 
35 WALL STREET, NEW YORK 5 
AND OTHER PRINCIPAL CITIES 


iN 
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Clary Literature Describes 
Digital Recording Equipment 
NEW literature describing the com- 
| plete line of Clary digital recording 
}equipment is available from Clary 
| Corporation, 408 Junipero street, San 

Gabriel, California. 

The three-color, six page brochure, 
| designated SA-81, describes Clary’s 
tape punch, print-punch, scanning 
printer, printer-perforator combina- 
tions, time data printer, printing 
input keyboard and standard data 
printer machines. 

According to the company, this 
electronic equipment is widely used 
for production testing, weighing ap- 
plications, laboratory instrumentation, 
computer data read-out and input, 
data-reduction systems, process con- 
trol logging systems and office, indus- 
trial and merchandising automation, 


, 


Stone & Webster Names Claxton 
In Nuclear Projects Division 


CHARLES R. CLAXTON, who has 
worked on atomic energy projects for 
Stone & Webster [ngineering Cor- 
poration since 1954, has been named 
assistant chief engineer of the firm’s 
Nuclear Projects Division. 

I'red W. Argue, vice president and 
engineering manager, said that Mr. 
Claxton has been project engineer in 
charge of the architect-engineering 
services being supplied by Stone & 
Webster to Westinghouse Electric 
Corporation in connection with the 
design of the Pressurized Water Re- 
|actor project at Shippingport, Pa. 

Prior to joining Stone & Webster 
}in 1941, Mr. Claxton was a chemical 
|engineer with the Texas Company in 
|Port Arthur, Texas, and the Stano- 
lind Oil and Gas Co., of Tulsa, Okla. 
| Since then he has worked on many 
| Stone & Webster projects in the U. S. 
and Britain in the design of chemical 
and petroleum plants. 


New 1958 Portable Electric 
Tool Buying Guide 


A 30-PAGE 1958 buying guide de- 
scribes 70 portable electric tools and 
kits with over 400 accessories for 
utility and maintenance crews, build- 
ers, carpenters, heating, plumbing and 
air conditioning contractors. This 
buying guide includes over 150 pic- 
tures of tools and their uses with 
complete specifications and prices for 
electric saws, sanders, drills, planes, 
routers, shapers, and combination 
tools. Without obligation write for 
Buying Guide 105, Porter-Cable Ma- 
chine Company, 118 Exchange street, 
Syracuse, New York. 





Hassall Offers "Made +o O; 
Marking Nails 


JOHN HASSALL, Ine. o ‘fers 4 
to order” marking nails f: 
poses as identifying comp:.) 
ernment property ; indicat 

tion dates of items such ; 
poles ; distinguishing con 
ucts; marking items such as ge 
for locating purposes, an 
riety of other uses. 

Heads may be imprin 
number, a letter or a com inatj 
each, either raised or depr: 
head of the nail. Large n 
supplied with heads havin 
rim to protect the marking 
ing driven. 

Nails are designed and 1):,de t 
der to suit the particular use. Re 
mendations for nail sizes, head ¢ 
eters, length, materials, impri 
etc. for specific applications ma 
obtained from John Hassall, 
Westbury, Long Island, N. Y. byfiggg 
lining the intended application, FF 


B&W to Supply Boiler f 
Duquesne Light Plant 
THE Babcock & Wilcox Com 
will furnish the boiler for a $303 
lion steam electric generating unl} . 
be installed by the Duquesne | 
Company at its Elrama, la., 
station. 

Planned as part of an over-all 
tion expansion and improvement 
gram, the huge steam generator 
be the largest ever erected in wes 
Pennsylvania. It will be housed 
structure rising to a height equiv. 
to a 20-story building, and wil 
about 60 feet higher than the exis 
plant it will adjoin. 

The boiler for this mammoth 
will have a maximum continuous 
put of 1,300,000 pounds of steam 
hour. Designed for a pressure of 
pounds per square inch, the boiler 
operate with a pressure of 
pounds per square inch at the su 
heater outlet with both steam tem 
ture and reheat temperature at 
degrees F, B&W also will build 
pulverizers for the boiler, which 
burn approximately 75 tons of 
hourly. 

When the giant steam get :rato 
gins operating during the winte 
1959-60, it will supply stean toa! 
000 kilowatt turbine genciator, 
largest in western Pennsylvamia. I 
the standpoint of both size and 
trical power generating caj city, 
station will be the bigges: plan 
Duquesne’s system, which serves 

(Continued on page 32) 





ra $30) 
iting un 


over-all 
vement 
nerator 
1 in wes 
housed 


mmoth 
inuous 
f steam 
ure of 
€ hoiler 
of 
the su 
ni temy 
re at 
build 
which 


s of 


rierato 
vinte 
: toal 
itor, 
ania. I 
and 
pacity, 
t plan 
erves 


32) 
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New advantages for truck users 
introduced in all-new 


Dodge Power Giants for ’58S 





er,pc yload, economy and styling features 
eDodge 4-way leaders of the low-priced 3 


d like a claim Dodge can’t back up? Mister, 
could:;'t be further off base. These all-new 
ge ’58 Power Giants are the most outstanding 
ks in o.\r 40-year history. 

y're th. best looking trucks on the road, with 
kind © up-to-date styling that makes people 
‘well if your business. And, they offer a com- 
tion of work-slashing new advances, too. 


don’t :ake anyone’s word for it . . . see for 
elf. Get your Dodge dealer on the phone right 
and have him bring you a new Power Giant. 
drive i. and you'll be first to agree that Dodge 
 Gian’'s lead the low-priced three all four ways. 


1. First in Power! Dodge gives you up to 234 V-8 
hp. ... nearly 24° more than competitive makes 
in the same price class. It’s reserve power that cuts 
engine strain on the job . . . helps you cut costs. 
2. First in Payload! You save money on every run 
you make. Dodge chassis construction cuts excess 
weight, lets you haul up to 14 more payload. 

3. First in Economy! Exclusive Power-Dome engine 
design reduces harmful carbon deposits. You get 
better gas mileage . . . cut upkeep costs way low. 
4. First in Styling! Dodge rugged good looks— 
striking dual headlights, smart new grille and 
new luxury cabs—lend prestige to your operations. 


DODGE PowerGiants 





proximately 456,000 Duquesne cus- 
tomers in Allegheny and Beaver coun- 
ties. 

Located along the Monongahela 
river four miles above Clairton, Pa., 
the Elrama Station’s three present 
units have a total generating capability 
of 324,000 kilowatts. Three B&W 
Radiant Boilers are currently in serv- 
ice at the station. 

Construction of the new addition is 
expected to begin as soon as the pre- 
liminary engineering is completed by 
Stone & Webster Engineering Cor- 
poration, of Boston, engineers and 
constructors for the project. 


Instrumentation and Control of 
Nuclear Plants Explained In New 


Westinghouse Booklet 

A NEW 8-page booklet “Instrumen- 
tation and Control of Nuclear Plants” 
is now available from Westinghouse 
Electric Corporation. Illustrated with 
many actual control photographs and 
system schematics the booklet covers 
in detail: Reactor Power Control, Re- 
actor Nuclear Instrumentation, Reac- 
tor Coolant Instrumentation and Radi- 
ation Monitoring. 

For a copy of booklet B-7233, write 
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Westinghouse Electric Corporation, 
P. O. Box 2099, Pittsburgh 30, Pa. 


Two Generators Scheduled for 
Florida Power and Light Company 


WESTINGHOUSE Electric Corpo- 
ration has received a multimillion dol- 
lar order for two 240,000-kw turbine- 
generators for Florida Power and 
Light Company. Scheduled for deliv- 
ery in 1960 and 1961, the units will 
be installed at a new plant site near 
Port Everglades, Hollywood, Fla. 
Citing the vigorous industrial and 
population growth in the state, Mc- 
Gregor Smith, chairman of the board 
of Florida Power and Light said that 
more than 400 new industries had been 
established in Florida during 1956 
alone, and that new customers were 
added to Florida Power and Light’s 
lines at the rate of 1000 a week. 
These additions to generating ca- 
pacity are part of the biggest long- 
range expansion project ever under- 
taken by Florida Power and Light. 
Originally set at $332 million in 1951. 
the estimates were increased to $435 
million in 1955 and will reach $496 
million for the 10 year period ending 


in 1961. 









“The net result of this expan 
Mr. Smith said, “is that by 195¢ 
generating capacity will ‘e incr 
64 percent over 1956. Thi- means 
in just three years we wii! have 
generating capacity equa’ to al 
power plant capacity in Flor; 
V-J Day, including both : ublic| 











privately owned plants.” © his 6 
cent increase does not ‘ncluddi 
480,000-kilowatt addition :epres@f. ,- 





by the two units just ord: -ed, \ 
these generators go into oper 
the total capability will - and 4 
108 percent higher than 1° 56, 
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American Appraisals meet 
the requirements of Trust Indentures 


An American Appraisal provides all needed facts 
when the trustee must furnish an authoritative 
certificate of value, or verify the existence and 


condition of all assets. 


The 


AMERICAN APPRAISAL 


Company 


Leader in Property Valuation 
Home Office: Milwaukee 1, Wisconsin 







up—19 ga. doors). 


structure. 
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More for your Money in 


New Line Construction Body for single or dual wheel chassis from % tc 
Length from 8’ to 14’ (CA's from 48’ to 
ample stowage space inside and out. Many plus features at no ex! 


@14 and 16 ga. Body Steel (14 ga. @ Concealed metal Winch Box. 
throughout for models rated 1 ton @ Curbside Access to t 


@ 4%” Diamond Floor Plate. 
@ 5” Structural Channel Under- 


@ Electric Welded throughout. 

® Telescoping Roof with weather 
tight, easy sliding action. 

@ One piece Smooth Welded Draw- ®@ Bit and Chisel Drawe: 
ers and Compartments. 

@ Vertical or Horizontal Flush Doors @ Fendix Undercoating 
with recessed, spring loaded 
latches at no extra charge. 


IMMEDIATE DELIVERY ¢ Distributors in Princip: | Citie 







813 SOUTH READING AVE., ; BOYERTOWF§ 
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Canadian NRU R: acto = 

In Operatio: ity 0 

ATOMIC Energy of Cana la Lit * = 

has announced that the NU re “a 2 
has gone into operation at (halk oa 

Ontario. The start-up cul: inate Be 

years of intensive effort in ‘esigr will 
gineering development an: consi. 

tion. The reactor will be operat es 
low power for several weeks, d XRX 

which time a series of test ex See 

ments will be carried out. The p ‘oint 

will then be increased to the rate.” y, 

pacity of 200,000 kilowatis thei 4; 

This rated capacity is approxin ority. 
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equipment used most 
@ Vertical Compartment 
ers, lines and linemer 
® Large, inside ventilate 
Goods Compartment. 
® Two piece Front Win 
compartment. 
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Drills, Tamps, Rods, ©'°. 
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jimes “Ss great as the capacity of 
























©Xpang™ivRX -eactor which has been in 
: ry 195 Lion ior the past ten years. 
hy; © incr@#.. NR'J reactor is a triple-pur- 
“> Meang#l react’ - and this has contributed | 
il have all to te complexity of its design | 
cag al (its ost. The reactor will pro- 
in Flori the re earch, testing, and experi- 
h 1 ublicl | fac ‘ities required for the de- 
us 6 ment of nuclear power; it will | 
4 a p!itonium; and it will pro- | 
“e iy }radio tive isotopes. 
‘“@..toc for research, engineering 
PH ome t and testing, the NRU re- 
| - @ will |: unsurpassed, Its neutron 
». is ap) roximately five times as 
tas th: of the NRX reactor. No 
Re acto know reactor has such a high 
OF ity of neutrons combined with 
. ,.fpalarg: capacity for experiments. 
* fa Li makes possible the testing of any 
pee eement assembly that is now be- 
= halk § considered for’ nuclear power 
Woinatell.. Because of this, the NRU re- 
iN CCSISW@ will be used extensively for 
un CONS ng ou! loop experiments similar 
‘ rey hose Which are now under way in 
ecks, d 


t. 


the rate 
atis the 
pproxin 
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1c 


it 


te 









XRX reactor. Some of the loop 
priments in the NRX reactor have 
b joint projects with the United 
es Atomic Energy Commission 
with the United Kingdom Atomic 
ority. These agencies have al- 
y asked for testing space in the 
Jreactor. Inquiries have also been 
ved from certain other countries. 
he NRU reactor will produce sub- 
tial quantities of plutonium which 
be sold to the United States 
mic Energy Commission. It will 
produce a larger supply of the 
pus isotopes—notably Cobalt 60— 
th are now being used widely in 
arch, industry and medicine, 
he moderator of the reactor and 
primary coolant is heavy water ; 
uel is nitura] uranium, This is the 
tor tec! nology which Canada has 
eered -uccessfully with the NRX 
tor an! which offers very good 
pects fr economic nuclear power. 
nique ‘cature of the reactor is the 
odof . hanging the fuel elements. 
ereas > NRX reactor and other 
for clif™ powe~ research reactors must be 
dow: to change fuel elements, 
NRU reactor can be refueled 
wincihout a shutdown. The fuel-ele- 
tehans ng machine weighs 240 
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he NR: reactor, which has cost 
foxima ely $57 million, has been 
gned evtirely in Canada and all | 
$com} onents, with the exception | 
cheat . xchangers, have been sup- 
by ‘‘anadian manufacturers. 
Yam One hundred Canadian com- 
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DIGS 
FAST 


Etowah Construction 
Company uses its 
Cleveland 95’s com- 
pactness and shiftable 
conveyor to advantage 
on this utilities job in 
Franklin, Tennessee. 


The Cleveland 95 “Baby Digger”— built by the Pioneers of 

the Modern Trencher, originators of every important trencher 

design feature—makes money for its owners because it... 
@ fits more jobs—digs to 51%’ deep x 24” wide. 


@ digs all soils—full-size engine, over 30 graduated 
power and speed combinations. 


e@ digs faster—more bucket capacity, more wheel- 
and-crawler combinations. 


@ saves property damage—full crawlers, easy on 
lawns and sidewalks. 


@ lasts longer—dquality construction and materials 
mean longer life—it’s in the records. 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE + CLEVELAND 17, OHIO 
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panies have been employed on_ the 
the 


fabrication of for 


reactor. 


components 


Gas Air Conditioning 
Round-Table 


THE Southern Gas Association East- 
ern Area Gas Air Conditioning Sales 
Round-Table Conference was held in 
Birmingham, Alabama, on November 
Ist. The meeting, chairmaned by Wil- 
liam P. Harvey of the Mississippi 
Valley Gas Company, was attended 
by twenty-five delegates from twelve 
different companies. 


A number of special reports were 
given at the meeting. One was a dis- 
cussion of the Arkla-Servel new sales 
program by W. G. Wepfer, sales 
manager of Arkla-Servel. R. R. Sut- 
tle, managing director of the Southern 
Gas Association, reported on the ac- 
tivities of the S.G.A. Committee on 
Heating and Air Conditioning. Mr. 
Suttle was followed by S. F. Wik- 
strom, director, promotion and adver- 
tising of the American Gas Associa- 
tion, who reported on the activities of 
the A.G.A. Air Conditioning Promo- 
tion Committee. In addition to these 
reports, the following topics were in- 









































NEW ISSUE 




















Copies of the Prospectus may be obtained in any State in which this 
announcement is circulated from only such of the undersigned or other 
dealers or brokers as may lawfully offer these securities in such State. 


Lehman Brothers 
Clark, Dodge & Co. 
Hornblower & Weeks 








— Webber, Jackson & Curtis 


This announcement is under no circumstances to be construed as an offer to sell 
or as a Solicitation of an offer to buy any of these securities. 
The offering is made only by the Prospectus. 


300,000 Shares 


Florida Power & Light Company 


Common Stock 
No Par Value 


Price $49.50 Per Share 


Merrill Lynch, Pierce, Fenner & Beane 
Eastman Dillon, Union Securities & Co. 
Smith, Barney & Co. 
Drexel & Co. 
Laurence M. Marks & Co. 


November 20, 1957 








Kidder, Peabody & Co. 

The First Boston Corporation 
White, Weld & Co. 
Hallgarten & Co. 

F.S. Moseley & Co. 
L. F. Rothschild & Co. 









































cluded on the agenda for discy 
architects and consulting engit 
gas motor air conditioners ; heat 
conditioners ; dealer relitions: 
techniques. 


Hotpoint Forecasts 10-y¢ 
Major Appliance Marke 


THE major electric app!iance j 
try will ship about 286,00 ).000 
appliances to the market lace 
next 10 years. 

That’s the prediction «/ Ho 
Co., who recently release:! its 
10 year forecast on major applig 
The company releases such inff 
tion for its dealers and <istrif 
to depict industry growth and 
sales potential. 

The forecast shows that the i 
try will ship to the market in the 
10 years, 9,200,000 electric r 
10 700 000 built-in appliances, 
700,000 refrigerators, 10,500,000 
freezers, 27,700,000 air conditid 
7,900.000 electric water heater 
400,000 dishwashers, 8,500 000 
waste disposers, 38,000,000 cl 
washers, 16000,000 electric ¢ 
dryers, 10,300,000 combi 
washer-dryers, 53,200,000 blac 
white TV receivers and 43,l( 
color TV receivers. 

Total value of the industry 
ments to the marketplace woulde 
$85 billions in the 10 year period 
January 1, 1958 through Dece 
31, 1967. 


High Speed Computer W 
On Atomic Power 


AN electric computer that 
on electricity produced by att 
power, and in turn helps set 
learn new facts on how to pro 
atomic power better, now is in 0] 
tion at Argonne National [_aborat 
Lemont, Illinois. 

3uilt and designed by Argonne 
new computer has been christ 
“GEORGE,” so Argonne mathé 
ticians will be literally — le 
GEORGE do it when they prq 
this new machine with problem 
solve. 

Since Argonne generate~ mucl 
its own laboratory electriciiy wit 
I:xperimental Boiling Water Rea 
GEORGE may well be «ie ol 
first electronic computer- to 
atomic power. 

GEORGE is a high-speed di 
machine capable of making 200 
separate additions of numbers a 

(Continued on page 56) 
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THE IRVING TRUST COMPANY SERVES VITAL INDUSTRY 


service lines into the future... 


Vast growth of the Utility Industry 
as had its share of financial complexities. 
iowever, close to the pulse of the finan- 
‘al world and to the Industry itself, our 

ecialists continue to reach ahead with 

w and sound approaches. 

Whether an undertaking of capital plan- 


ning, financing, or cultivation of the finan- 
cial community—our Analytical Studies, 
Seminars and Round Tables may prove 
valuable aids to your company’s future. 

For more information, call Public Util- 
ities Department at DIgby 43500 or 
write us at One Wall Street. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $125,000,000 
Rick \xpv H. West, Chairman of the Board 


Total Assets over $1,500,000,000 


Georce A. MurPHy, President 


Public Utilities Department—JoHN F, Cuitps, Vice President in Charge 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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ond. A maze of electronic tubes, mag- 
netic cores, wire and other parts, it 1s 
compact enough to be fitted into the 
average-sized living room. It runs on 
ordinary house current, at 115 volts. 
It is the first of three new electronic 
computers to be installed by Argonne. 

The new machine, which was de- 
signed to perform scientific computa- 
tions and mathematical reductions of 
research data, has been a laboratory 
work horse since its superseded an 
older Argonne computer, AVIDAC, 
this fall. 

“We could set GEORGE to work 
playing chess, figuring out the orbit of 
a satellite, or picking out the probable 
winners of next week’s football 
games,”’ said Donald A. Flanders, head 
of the Argonne Applied Mathematics 
Division. 

“However, we have so much to do- 
computations aiding basic research 
into the nature of matter—that we had 


to utilize the machine immediately for 
work at hand.” 

The design, development, and final 
construction of GEORGE took three 
years of coordinated effort on the part 
of Argonne’s mathematicians and en- 
gineers. The cost was approximately 
$303,000, about one sixth the cost of 
comparable commercially produced 
machines. This figure, however, does 
not include developmental work and 
time spent by regular salaried labora- 
tory personnel. 

The design and early phases of 
construction of GEORGE were initi- 
ated by three former members of the 
Argonne staff, J. C. Chu, Raymond 
F. Kramer, and Jean F. Hall. Dr. Chu 
was in charge of the design and con- 
struction of AVIDAC, Argonne’s first 
high speed computer. During World 
War II Chu was an engineer on the 
design and construction of ENIAC 
which was built at the University of 








Pennsylvania and was t! 
electronic digital compute 
structed. 

Four members of Argi 
tronics Division were res; 
the final phases and con 
GEORGE. They are Lore 
David H. Jacobsohn, Stan 
son, and Thomas Brill, 
Electronics Division’s dir 

A problem for GEOR( 
originates with one of | 
tory’s scientists who prop: 
ticular situation to be 
Argonne mathematicians. 
to reduce the problem t 
mathematical form is then 
Next the mathematicians « 
a “program” of instructi 
computer, This program i 


e first : 
” ever 


ine’s 


set of orders which detern:ne 


step what operations the m 
perform. 
(Continued on pag. 
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The offering is made only by the Prospectus. 


$40,000,000 


This announcement is not an offer to sell or a solicitation of an offer to buy these securities. 


Houston Lighting & Power Company 
First Mortgage Bonds, 424% Series due 1987 


Dated November 1, 1957 Due November 1, 1987 


Price 101.608% and accrued interest 


The Prospectus may be obtained in any State in which this announcement is circulated from only such 
of the undersigned and other dealers as may lawfully offer these securities in such State. 


HALSEY, STUART & CO. INc. 
DICK & MERLE-SMITH 
SCHOELLKOPF, HUTTON & POMEROY, IN®. 
SHELBY CULLOM DAVIS & C». 
BURNHAM AND COMPAD ¥ 
GREGORY & SONS 
SHEARSON, HAMMILL & C 
GOODBODY & C”. 
VAN ALSTYNE, NOEL & ©». 


LADENBURG, THALMANN & CO. 
R. W. PRESSPRICH & CO. 
BACHE & CO. BAXTER & COMPANY 
NEW YORK HANSEATIC CORPORATION 
BURNS BROS. & DENTON, INC. 
THE ROBINSON-HUMPHREY COMPANY, INC. 
AUCHINCLOSS, PARKER & REDPATH COURTS & CO. 
WM. E. POLLOCK & CO., INC. STERN BROTHERS & Co. 








November 21, 1957. 
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e prog ram of instructions, along 
any rumerical data relevant to 
;obler, is punched in coded form 
paper tape. (This resembles the 
hed pe ver tape used by a teletype 
The punching process is 
mn auxiliary equipment not 
pled to GEORGE. 

‘ram and data are “read 
omputer by passing the 
pe through a _ photo-elec- 
With everything set up, 
can then proceed auto- 
m order to order. 


ine. ) 


line may be instructed to 
ly repeat a portion of its 
for each of several differ- 
humbers that are read into it. It 


may be ordered to skip a part of the 
instructions if a certain condition is 
satisfied, but to continue on to the next 
order if that condition is not satisfied. 

GEORGE will operate automatical- 
ly, skipping and repeating orders 
where necessary, until the instructions 
that have been read into it are satis- 
fed. (The process of repeating orders 
is called a “loop.’’) Results come out 
on coded paper tape which can be run 
through an especially altered electric 
typewriter which prints them in tabu- 
lar form. 

The new Argonne computer has 
four principal parts: a ready-access 
memory composed of thousands of 
tiny magnetic cores, an arithmetic unit, 
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a set of automatic controls, and a con- 
sole where the operator sits with 
equipment for reading information 
into and out of the machine. 

The arithmetic unit is that part of 
GEORGE in which elementary arith- 
metic operations are carried out. The 
program, numerical data, intermediate 
results, and final results are stored in 
the memory component. The auto- 
matic controls supervises GEORGE 
operations, timing the flow of infor- 
mation, and carrying out the instruc- 
tions in the program. 

GEORGE was based on the older 
AVIDAC, which has been retired 
from service, but has an improved 
type of electronic memory with 
speedier access to stored information, 
greater information capacity, and less 
possibility of mechanical error. It is 
also a two-address machine, meaning 
that an instruction can refer to two 
different locations of data in the mem- 
ory and can use one of these loca- 
tions more than once. 

The new computer uses the binary 
arithmetic system as opposed to the 
standard decimal system. Each of the 
tiny magnetic cores in its memory can 
distinguish between “1” and “0.” Any 
number can be expressed in this com- 
puter language. The number 37 in the 
decimal system, for example, is ex- 
pressed by 100101 in the binary sys- 
tem. 

GEORGE can handle 4,096 num- 
bers (termed “words” ) of 40 binary 
units, or “bits,” each equivalent to 
about 12 decimal] digits, in its ready- 
access core memory. 

Projected for installation with the 
computer in 1958 is an auxiliary mem- 
ory unit, consisting for four wide 
magnetic tapes each of which will 
carry 42 columns or tracks of data. 
This memory will have a four million 
word capacity which can be doubled 
by the addition of more tapes and re- 
cording-playback units. The auxiliary 
tape memory unit of GEORGE will 
be similar to a unit built by Argonne 
for installation with ORACLE, a com- 
puter at the Oak Ridge, Tenn., Insti- 
tute for Nuclear Studies. 

The computer is a complex arrange- 
ment of parts, with 3,500 electronic 
tubes, 3,000 diodes (crystals), 20,000 
resistors, 1,000 condensors, and ten 
miles of electrical wire. The ready- 
access memory, with its switching 
equipment, has 182,784 magnetic 
cores. 

To keep parts from overheating 
during operation, the computer has 
enough air conditioning equipment to 
cool 15 homes. 
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@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, REPORTS, APPRAISALS AND MANAGEMENT 











% Standby 
% Augmentation 
¥* 100% Town Supply 


Design © Engineering ¢ Construction 


DRA KE & TOWNSEN D 11 WEST 42ND STREET WEW YORK 36, N. Y. 


Fords, Bacon & Davis 
“turces” Engineers conics" 


NEW YORK @ CHICAGO e@ LOS ANGELES 











GIBBS & HILL, inc. 
Consulting Engineers 
DESIGNERS © CONSTRUCTORS 
Los Angeles NEW YORK Tampa 











ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
READING, PA. 


@ WASHINGTON © PHILADELPHIA @ NEW YORK 


GA GILBERT ASSOCIATES, INC. 


FOUNDED 1906 
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W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Re‘urn—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 








GustTAV IIiRscii ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 








HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE » COLUMBUS, OHIO 








JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—IN VESTIGATIONS—DEPRECIATION STUDIES— 
' COST TRENDS—REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











Spe huljian loypounlion 
ENGINEERS ° CONSTRUCTORS 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 2], PA. 





William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS DEVELOPMENT OF CLASS RATES OF RETURN AND REGULATORY 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR uaeneen 
WATER RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
DARIEN, CONNECTICUT 








CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. ==- CHARLOTTE, N. C. 
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MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 
Organization « Corporate Practices * A ting © Budgeting « Fi ing © Taxes * Stock Transfer * Appraisals ¢ Valuations * Economic 


Analysis « Cost of Money Studies * Depreciation Studies ¢ "Engineering © System Planning © Industrial Engineering * New Business Rates ¢ Pricing 
Sales and Marketing © Safety « Insurance * Pensions * Employee Welfare * Public Relations * Advertising * Personnel * Industrial Relations 


Pioneer Service S-Enginoering Co. 


CONSULTING, DESIGNING AND f > 53) SPECIALISTS IN 
OPERATING ENGINEERS \ ACCOUNTING, FINANCING, RATES, 
PURCHASING . Jf INSURANCE AND DEPRECIATION 








231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 








SANDERSON & PORTER ENGINEERS 


DESIGN e¢ CONSTRUCTION 


NEW YORK NEW YORK 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 














DESIGN « CONSTRUCTION 

S t one & We b S t e ¥ REPORTS « APPRAISALS 

ENGINEERING CORPORATION EXAMINATIONS 
CONSULTING 
ENGINEERING 


New York Boston Chicago Pittsburgh Houston 
San Francisco Los Angeles Seattle Toronto 














The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 
DESIGN—SUPERVISION HANEY -WHITMALG INDEX 


REPORTS—VALUATIONS sg ag 


Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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Abrams’Aerial Survey 


Topographic and Planimetric Maps 
Mosaics, Plans & Profiles for all 
Engineering work. 


Abrams Bldg. Lansing, Mich. 


PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical * Mechanical + Structural 
Civil * Nuclear ¢ Architectural 


FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 


« 
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BURNS & McDONNELL 
Engineers - Architects - Consultants 
KANSAS CITY, MO. 

P.O. Box 7088 
Phone: DElmar 3-4375 


LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


gio Electric Building Indianapolis, Ind. 





MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 








ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anp SERVICE CO. 


327 So. LaSalle St., Chicago 4, Ill. 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils Mechanics 
Testing—Inspection—Analysis 
Main Office Pittsburgh, Pa. 

32 Laboratories in Principal Cities 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 





A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 
founded 1890 
Power STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE., CHICAGO, ILL. 
Los Angeles Tampa 








FRANCIS S. HABERLY 
CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouUTH MICHIGAN AVENUE, CHICAGO 


The R. W. STAFFORD CO. 


GAS CONSULTANTS — ENGINEERS 
CONSTRUCTORS 
Natural Gas Conversions 
Plant Management & Operation 
\ Accident & Insurance Investigations 
\ Peak Shaving & Standby Plants 


EVANSTON, ILLINOIS 
2944 Grant St, Phone UNiversity 4-6190 











JACKSON & MORELAND INC. 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
Boston New York 








SVERDRUP & PARCEL, INC. 


Engineers — Architects 


Design, Construction Supervision 
Steam and Hydro Power Plants 
Power Systems — Industrial Plants 
Studies — Reports 


St, Louis ° San Francisco ° Washington 
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silences all channel traffic 
jexcept your own messages 


© PRIVATE-LINE radiophone 

: is now available in 
T-POWER (shown above), 

"ower which features a 
completely transistorized power 
supply, as well as TWIN-V radio 
with 6/12 volt operation. 


Get the complete facts about this 
Starling new type of 2-way radio. Write 
tod:y for these 2 new folders on 
PRIVATE-LINE radiophone. 


MOTOROLA 


Now, with the new Dual-Squelch prRIVATE-LINE radio, you 
get all the benefits of improved PRIVATE-LINE operation 
... plus easy integration for mixed fleets and monitor- 
before-transmit. 

Because PRIVATE-LINE radio is quiet except when re- 
ceiving a call from another radio in your own system, 
you eliminate all the “channel chatter.” It’s much like 
having the frequency all to yourself. You benefit by re- 
ducing the number of missed or misunderstood messages 
... operator fatigue is reduced . . . overall efficiency is 
increased. 


Dual-Squelch pRIVATE-LINE radio gives you these basic 
features ... and more. Now you can make a gradual 
changeover to PRIVATE-LINE operation. During the tran- 
sition period, your messages can be received by both 
Motorola conventional and PRIVATE-LINE radios. No 
longer is it necessary to make the complete changeover 
to PRIVATE-LINE operation at the same time. And with the 
new Dual-Squelch operation, you can have manual se- 
lection or optional automatic monitoring of the channel 
before transmitting. 

Before you select your 2-way radio, you'll want to in- 
vestigate Motorola Dual-Squelch PRIVATE-LINE radio. 





PRIVATE-LINE RADIOPHONE 


MOTOROLA Communications & Electronics, Inc., A Subsidiary of Motorola, Inc., 4501 Augusta Boulevard, Chicago 51, Illinois 


This...is the birthplace of powermakers 


To keep pace with the needs of the electric utility industry, 
General Electric is continually improving its large steam 
turbine-generator manufacturing facilities. 

New machine tools are constantly being added and new 
production techniques employed to match the requirements of 
today’s rapid advances in turbine-generator technology. And 
in building tomorrow’s even more efficient and reliable power- 
makers, these improvements will help maintain a well-estab- 
lished reputation for meeting delivery commitments. 

Such forward-thinking investment gives assurance that 
General Electric will continue to help the electric utility 
industry maintain its spectacular record of meeting the 
nation’s constantly expanding power needs. Large Steam 
Turbine-Generator Department, Schenectady, New York. 

254-67 


Progress /s Our Most Important Product 
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